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THE EMPIRE, THE LEAGUE, AND 
SECURITY 


I T is evident that we are rapidly approaching the time 
when very far-reaching decisions have to be taken 
by the nations of the British Commonwealth in the realm 
of international policy. The next Imperial Conference 
may prove to be the most momentous that has 
taken place since 1911, when for the first time the 
Dominions were admitted to the secrets of the already 
dangerous pre-war situation. For two major issues now 
confront ns. The hrst is whether the collective system for 
dealing with international problems, represented by the 
League of Nations and the Kellogg Pact, on which the 
Empire has mainly based its foreign policy and its sense of 
security since 1918, an be restored so as to be an effective 
instrument for maintaining international liberty, prosperity 
and pace. The second is whether, in the present state 
of the world, our naval, military and air preparations are 
adequate either for making effective the collective system, 
or, if that system breaks down, for the defence of the 
members of the British Commonwalth or of the free 
institutions upon which it rests. 


I. The Collective System 

D espite all that has happened in the last few years, 
we stand unrepentantly behind the Lague or collective 
system of daling with international affairs. In its present 
form it may seem to be somewhat disabled. But the 
ahemative is to drift back to the international anarchy, 
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o M ppe ri t l w annamenu, and the militazf aBuuiee 
^em that ineriubty both ondenninea libertT- and 
ends in wodd war. It may wdl be that the preaent reaction 
from the coSective sjratem may prove to be valuable in the 
tod. It takea a long time to Vacate popular majbridea, 
wfaetber they anpport democratic govemmenta or dictator- 
ahip. It may be that only when they have looked back 
into the abyia of reaction, terror, dictatorship, poverty and 
war, which a return to anarchy implies, the nations, cm: it 
least the Uberal nations, will realise that they must make 
the collective system a success or lose the free basis 
of their civilisation. 

The weakness of the League hitherto has been twofold. 
In the first place the two largest world Powers, the United 
States and Russia, never joined it, and now two other first* 
class Powers, Japan and Germany, have left it. No coUec* 
tive aystem can ensure cither peace or security so long as 
four world Powers remain outside. In the second place, 
even in the heyday of the Ixsague, none of its more import- 
ant members really relied upon it for their own security or 
tocA seriously their obligations to ensure the security of 
others. The British G>mmonwealth relied primarily upon 
its navy. So did Japan. Italy relied upon her army and 
her alpine frontier. And France relied upon her army and 
her military alliances with Poland and the Little Entente. 

'Fhc l.eagoe, indeed, has hitherto been in great measure 
but a project of a league. It has done a great deal to 
make nations understand the world and one another’s 
difficulties. It has proved a focus for world opininit. It 
has given the small nations a status and an influence thty 
never had before. It has solved successfully a large 
number of difficult international problems. It has de- 
veloped in high degree the technique of internatkmal 
conference. But it has never yet given security to its 
mem^rt, either by producing universal disarmament or by 
creating elective guarantees against aggression, and until 
it succeeds in doing these things it will never be more than 
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lolie. 

Signor Mnaooibi 1m declared that if the Leagiie it to 
•nrtive it matt be reformed. That the Covtnaat may 
leqtdie tome modificaticm is possible. For instance, it 
orooM dearlf be wise to separate the Covenant from the 
Treaty of Versailles. It onght, like a political conttitadon, 
to be ontside and above all treaties or ordinary legisladon. 
Signor Massolini saggests that the great Powers should 
have a special position, on the ground that it is they who in 
the last resort make the serious wars or maintain peace. 
There is something to be said for this view. We are 
inclined to think that the original composidon of the 
Council was sounder than its present composidon, and that 
the smaller Powers over-played their hand when they 
insisted, in 1926, on being given more seats. There may, 
too, be something to be said for bringing the text of certain 
articles, such as Article 10, into line with what has become 
the agreed practice of the League in the light of experience. 

But when all is said and done, these are quite minor 
matters. Any league system that is to fulfil the ideals of 
1918 must have two primary characteristics : it must be 
universal, and its pacific procedure must be made effective 
through the existence of trustworthy sanctions against 
those who take the law into their own hands by going to 
war. Unless it has these characteristics it cannot do its 
work. One or two great Powers outside its membership 
can paralyse its capacity to give security in certain parts of 
the world, just as the abstention of the United States, by 
immobilising the British navy, has paralysed the effeaiveness 
of Article 16 as a security for European peace. And unless 
the league can build up some system of mutual guarantee 
against aggression which nations can trust, disarma- 
ment will be impossible. Every nation will be forced 
to rely for security upon its own armaments, and, if these 
do not suffice, on alliances with other menaced Powers, 
with the inevitable result that the world will be divided 
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Tbc En^rc, the League, wd Secto^ 

into riwl groBp* instead of being united in a sing^ ocfidi** 
tk» foiling to give seenritj, justice and peace on e|Vd 
terms to alL On the other hand, if the league can^^ 
•ecority to iu members, the fear of war will abate, mttofial 
animosities will subside, and the question of reviaioft of 
treaties and frontiers, which is almost impossible in the 
present state of world tension, will become manageaUe 
But there is another aspect of any effective league that 
cannot be left out of account— the economic side. In the 
original scheme of the League it was intended that it 
should lottcn impediments to, and promote, international 
trade. It is probably true to say that while the abstention 
of the United States has been the main reason for the 
failure of the League, the second reason has been the an- 
employment and economic distress caused by unrestrained 
economic nationalism, reparations and war debts. Nations 
have so dislocated the world balance between supply and 
demand by obstructions to commerce and by excessive 
demands for debt and reparation payments, regardless of the 
effect on themselves, their ncigh^urs or the world as a 
whole, that economic suffering has provoked domestic revo- 
lutions and dutatorships.and has made international politi- 
cal co-opcration and good will almost impossible. The first 
condition of a sound world order, as of order within a 
nation, is security against those who try to get their way 
by violcnie, 'Hir second is security against ruin recklessly 
wrought by economic war. It ought to be an element of 
any true league aystem that, just as armaments should be 
limited by agreement, tariffs and other obstructioUs to 
trade should be the result of international negotiation and 
not be altered unilaterally, to the detriment of others, 
except after prior conference with those affected. Such a 
system is quite compatible with a large degree of national 
control over internal development and even of self- 
tafftcienc7, but it would mean that the external effects of 
tariffs and other restrictions would have to be considered 
at the same time as their internil effects, and that there 
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II. Sicuurr To-d4y 

T hese conudenitions show how hir removed the 
Leagoe as it exists to-day is from being an effective 
instrument for peace, security and prosperity. How far 
are we likely to nuke it into such a true collective system 
at the present time i The answer will depend mainly 
upon the outcome of the present disarmament negotiations. 
If a treaty can be signed that stabilises, say for ten years, the 
armaments of all nations at a defensive level that gives to 
each of them reasonable power to defend itself against 
aggression, and makes the chances of sudden and successful 
aggression extremely small, and if the signatories bind 
themselves to take effective sanctions against a violator of 
such a treaty, the foundation will have been laid upon 
which the other sides of a true collective system can be 
confidently developed during those ten years. We there- 
fore in general support the proposals put forward by the 
British Government on January 31. They are not ideal 
proposals. The ideal basis would have been the abandon- 
ment by all nations of the “ offensive ” weapons forbidden 
to Germany under the Treaty of Versailles. A universal 
treaty on such a basis would have implied a real “ change 
of heart ” among the nations and a real possibility of a new 
and better international order. It would have freed the 
world from the fear of militarist aggression and have been 
an earnest of the lutions’ conviction that they can solve 
their difficulties and revise their treaties by the pacific 
procedure of the League, that is by conference, arbitration 
and judicial process. At the same time it would have made 
far smaller both the risk and the burden of the obligation to 
take ** sanctions ” against an aggressor. 

But it seems quite clear that such an ideal consummation 
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k aom oat of retch. The fint o>aditio& of tof pHigiem 
it in anminent ^cement acceptable both to Fntioe'ittd 
to Geniianf . There wUl be no basis {<a reconitmction in 
Enrope nntil Germany is given “ equality,” that is, until 
•he is no longer by treaty rendered defenceless againit her 
netj^bonrs. The British proposal is an attempt to find 
the via mdia between equality,” which is the irre- 
dttdble minimnm of the German denund, md 
** security ” against a Power potentially stronger than her- 
self, by reason both of its population and of its industrial 
resources, which is the irreducible minimum of the French 
demand. It gives to Germany “ defensive equality ” at an 
early date and it endeavours to give to France security not 
only by allowing her a certain advantage in armaments, but 
alto by making any infraction of the disarmament convention, 
once it is established by a permanent supervisory Commis- 
sion, a matter for immediate international conference by 
all the signatories, and by requiring the return of Germany 
to membership of the l.eaguc as one of the conditions of 
the ultimate convention. Wc do not propose to discuss 
here the technical details. The central issue is whether, 
while giving to Germany the “ equality ” to which she is 
inherently entitled, the nations, and especially the great 
Powers, are willing to make security a reality by binding 
themselves to take action that will be effective against a 
violator of the disarmament convention or an aggressor. 
If so, wc shall begin to move forward again towards inter- 
national peace and a true collective world system. If 
not, w shall inevitably move closer to the system of finding 
security by military groupings and alliances, which must 
weaken the collective system even on the diplomatic side 
and which in the end almtwt inevitably spells war. 

There are many difficulties in the way of an efiective 
•ystem of international sanctions against an aggressor or a 
disarmament treaty violator. How are you to define the 
aoresaor f Who decides when the cam fetitris has 
arisen f What happens if there is an acute difference of 



Of, If dans dgnatoriet refm to c<»ae Into liae l 
Wittt k lio iBOst dlectite fom of iatenutkoal 
"sukctioiM**} Unless it » so orerwlkdsDing u to 
compfiasce certain it rnty onfy predpiute i^orld war. 
Om aa^form of economic or finuicial sanctkma be effective 
niwW» the whde of the rest of the world combines to sever 
and economic contracts with the aggressors I 
These problems, also, we do not propose to discnss in this 
artide. We would onlf say that the root problem is not 
technical but how to create the will among the Powers 
to act simultaneously and effectively against an aggressor. 
If the great Powers really mean business, if, instead of 
retying upon their own armaments alone or on military 
alliances with one or two Powers, they decide that their 
own security can best be attained by resolute combination 
to prevent resort to war, they will be able to had the means 
appropriate to the circumstances of each particular case. 
But if that will is not there neither Article i6 nor any other 
similar assurances will work, even if the smaller Powers 
and one or two great Powers are willing to do their part. 
The value of “ sanctions ” depends upon their being realty 
collective. It is the fact that all other nations combine, 
against an aggressor that makes them overwhelming and so 
preventive of war. For one or two nations to be willing 
to take “ sanctions " by themselves gives no real “ security ” 
and probably only spells war. 

\^^t does this mean so far as the British Commonwealth 
is concerned I The nations of the Commonwealth are 
alrcadyr wholly pledged to the League system and the Kellogg 
Pact. They are parties to almost all the treaties 
provide for pacific procedure and arbitration. They 
are commiued to Article i6 of the Covenant. We con- 
sider that th^ tJiould now be willing to enter into what- 
ever system of collective sanctions against an aggressor 
may be necessary to make a disarmament treaty 
possible or pacific procedure effective, provided, in 
the first place, that the United Sutes is also a party 



Tlie Bmpiie, die La^g^iq^ aBd tei»^ 
to Midi a iTiteoit md prorided, ia the aecniid 
that m fu $» Europe is ooocemed both Rinda' aod 
Germaajr, ss wdl as France and Itafy and the amafier 
Fowm, are also partiei to it. For the issue before ns it 
not between collective sanctions and gloritw diseBtan^ 
ment and isdation. It is between an obligation that ia 
the be^nning of a move towards an ordered, free, and 
peaceful worid, and an entanglement in a system of high 
armaments and alliances or enunui, in which every nati<m 
ia Uabk to be dragged into war, not in order to defond 
world law and order, but because one of its allies in sdf- 
defence has been forced into war, or because its own vital 
interest or tome strategic position, vital to its own security, 
is threatened by a war jo uduch other Powers alone are at 
first engaged. But we are against their entering into any 
•uch obligation unless the United States and the other 
great Powers arc also committed, for reasons given in 
the preceding paragraph. 

We do not believe in any of the proposals for inter- 
nationa] armies, or police forces, or internationalised 
aviation. The only body that can raise, pay and give 
effective orders to such forces is a government, with 
powers to tax and make laws for its citixens. No occasion- 
ally meeting council representing a number of sovereign 
States, with no revenues under its own control, could either 
recruit, maintain or use effectively forces capable of acting 
decisively and successfully against any of the larger nation 
States of Kvday, even though it had limited its armaments 
to a reasonable level. Such ideas arc a mirage. If inter- 
national sanctions arc to be effective they must be carried 
out by the governments of the nations concerned, who 
alone can wield the power or call upon their nationals to 
make the sacrifices necessary to make such sanctions 
effective. ViTiatcvcr the far future may bring forth, the 
ctdlcctivc system can only be made effective to-day by the 
loyal and prompt co-operation of the nation States of which 
the League and KeUo^ Pact system are composed. 
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ire that two ptoUemi of th* first BUfeatiuk 
j| looniiig op befoK the Britteh CoauBonweeldiu The 
fliet k tvhedier itt iiieaU>en are raffickotljr earneet anp- 
pocten of die Leagne-Kelk^ Pact ajrttem to tuukrtahe to 
ealofoe the aanctiona against an aggresaor, or a vioktor of 
a dkarmament convention, vnthont which the collective 
ipstem cannot ensue either peace or secnritjr, provided 
the United Sates and the other maju Powers are willing 
to nndeitake similar obligitimis. We think that the natiom 
of the Britiah Gimmonwealth, being already committed 
Article 16 of the Covenant, are »o resolved. If there 
is any doubt upon the subject the sooner an Imperial 
Confuence is summoned the better ; for it is now the vital 
iuue on vrhich depend the hopes of disarmament and of 
potting upon an effective basis that collective system which 
it has bem the Brat principle of Empire policy since 1918 
both to promote and to rely upon. It is essential that 
we should know exactly what obligations we are now 
under or are willing to undertake. 

But there u a second question that may also be 
presented at an early date. Even if the British Commui* 
wealth is wilhng to pby its part, the other Powers vriiose 
cooperation is necessary to make international sanctions 
effective may not be willing to play their part. From 
ou point of view the most important of these natums 
is ^ United States. As experience since 1918 has 
shown, without her co-operation, or at least toleration, the 
use of the British navy to give effect to the economic 
sanctiuu providea for under Article 16 of the Covenant 
is impracticable. Yet there is no sign, as yet, that the 
United Sutes is willing to assume any kind of obligation 
which, under any circumstances, might involve her in 
hostilities in Europe or Asia. The furthest her official 
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Tbe Bmpt^ ^ Lagite» iM 
Tw*n iutTt ever gone wu tlie declaratiofi of Mr 
S^neon, Preiidest Hbover’i Secretaijr of State, in Angoet 
1^1, tJbe dedention nude Mr. Noriiun iDnds oi 
of Prendent Rooeevelt at the Diaamumeot Confer 
eocein Maf, 1933. Mr. Stimaon*, in effect, aaid that Hivoidi 
he impoaaibk for the United Statea to claim nentral rmjhti 
in the cate of a violatioa of the Kellogg Pact. Mr, Normal 
Davit, taraing thit general thesia into a formal offer, ttatec 
that, under a finally agreed disarmament convention, tb 
United Statea would be willing to confer with other nationi 
with a view to the maintenance of peace if the Kellog( 
Pact were violated. Further, under such circumttancet ahi 
would, he uid, refrain from any action that would tend t( 
defeat any collective action that other States might talu 
against an aggressor, if she were in agreement with theij 
designation of that aggressor. The utmost, therefore 
that both Republican and Democratic Adminiatratiom 
have seen their way to propose is that if a disarmament 
convention u signed the United States will not clain 
her old neutral rights against a combination of othei 
States seeking to take sanctions against a violator of th( 
Kellogg Pact, if she and they are agreed as to the aggressor 
Vet that is an advance, and if a disarmament treaty wer< 
signed and all the great Powers except the United State< 
really committed themselves to use sanctions against i 
violator of the treaty or of the Kellogg Pact, and if tb 
United States bound herself as proposed by Presideni 
Roosevelt, wc should be in favour of the British Common 
wealth’s undertaking the full obligation of t akin g oanctioni 
against an aggressor. Wc cannot say, however, that w« 
tbak this is very likely at the present time, especial^ ii 
the light of the recent Franco-German exchange of Notes 
We have cenainly to face the possibility that the projeci 
nay fail What then f 

Mr. Walter Lippmann, perhaps the most authoriutiw 
tateqircter of American policy, in an Armistice Day addresi 
• 8e* Tai Roma Tasu, No. 86, September 1932, p 701 

136 





SM jHk4Hl|iB9F MMMii iMBd is AuQM Mr idi AilK» NsMKviM 
dl^lc MdS^ to tlM ONHC of pem fcrdivili^ or fiidl^ titt 
MbsMitf A8saicMi|Mii|XMea diitmttar. WenitofaiMqriMgf 
to M to oulo dik dMv wB diooU bo pnetMog » ootl doo^ded 
mkUk wtM ogfmato the oitaatiaS obfood. 


ifr. then went on to dsKut the tfifficnldes 

thit now confront the United Suteo in maintsinim her 
nentrafitjr if a new war breaks oat. ** In fact, we Inmed 
dnting the war that in a world war nentnlitj for a great 
trading nation is eventnallj impoasibk.** If, dmi, the 
United Sutea is determined not to participate in a war 
in Europe or Asia, fet cannot maintain her neatralitf in 
a world war, and ** since we are not prepared to throw 
our odtole mi^t into the scales to prerent war,” what is 
the practical policy for her to adopt ? It is, in Mr. Lapp* 
nunn’s <^nion, to tij to localise these Enropesn and 
Aaistic wart and to prerent them from becoming worM 
wars. When, then, d^ a kical war become s world war i 
When, ssjs Mr. Lippmann, the British Commonwealth 
of Nations is engaged. ** With Britain fighting, we can be 
ncotral onlj bjr yielding our rights or by challenging 
Britiah sea power ; with Britain neutral, the overwdiefamng 
weight of the world’s naval armaments and of the world’s 
seaborne commerce are on the side of neutral as opposed 
to belligerent ri^ts.” Mr. Lippmann then cmichKles : 

Anyone who loob tltcse dungs clearly in dan fsce will condnde 
dist by the drcumstanoes of geography, by the destiny ol history, 
sad by the dc^ intenningfang of oar interests, it hu become an 
absolntc necessity both for Britain and America that they bve the 
aame policy m the event of another war. It b not necesaary to have 
a treny. It b necessary only to onderstand the facts. Tto h is 
oal^ by nadetstsading Ao^Ameriesa rebtions, and how in dm 
Sttpieaie test oar inteiests and the interesu of ^ other Ei^fiali- 
^eafciag peqiks are identicsl, that it b posable to have an effect^ 
policy ^ noo-entangiement in another war, 

OX hr that auttex to avoid an Anglo-American war. 
s »J7 



The fisqiite, the Leigue, ami Secofitf 

Hwre b Aetf t^^caoce in vronb. We, in ^ 
Britidi ConuBOBimk^ migixt pat the thesis sMiaihat 
(Mumiif. But what it amounts to in practice is this: 
Aasonitof the breakdown <A an effective collective second 
agahut war, because either the United States or other 
Fosrm are nnwilling to play the full part necesaaiy to its 
succeaa, what is the alternative ? The alternative is an 


Anglo-American understanding to the effect that a threat of 
war anywhere is, under the Kellogg Pact, a common con* 
cem to both ; that they retain a free hand to deal with 
such a situation unrestrained by any military commit- 
menta and entanglements with other Powers ; that if there 
ia to be intervention to bring a local war to an end, or for any 
other reason, they will use their sea power together ; and 
that pending such joint action they will jointly sustain 
neutr^ rights against the belligerents. Such a thesis clearly 
raises difficulties for Great Britain and the Dominions under 
the Covenant, and for Great Britain under the Locarno 


treaties. But there are probably even greater difficulties 
and dangers for both Great Britain and the Dominions if 
they have not a clear understanding with the United States 
as to the use of sea power in a world in which there is once 
more likelihood of large-scale war in Europe or Asia. For 
instance, a policy involving entanglements in Europe with- 
out an underManding with the United States is a policy 
l^t may embroil us i„ war not only with Europe but with 
he United States also. The Anglo-American issue is one 
that vnll require earnest consideration during the next few 
months no less than our rebtions to Europe. There were 

rirhi?°,r I ,T “"'r 

I u M the wholehcitted support of the United States 

State, uodew Should the present attempt to 
teatoie the univeml collective system break down'^our 

cT* ‘'‘I all "■ars, an Akrio. 

Ame^ju „ ,0 se .™ded, if ™ are to avoli bec^ 
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Mvcen ^ IMtah CbtaiiMinMlit «ttd t&i 
IMiedl Startw. f^tlie world 

Gfett Biit^ iroot Mii5 to 1^14 am no logger be sortallMd 
bf Great Britain akme, bat onV bjr the Britiah Common* 
weaM and the Umted States in co*operatkm. 

This itltunate question of An^o-American relatiofw 
may, then, come rapidfy to the front if an effective ^rstem 
cS nniversal sanctions fails to be created behind a die* 
armament convention in the neit few months. It will in 
any case have to be faced in connection with the Naval 
Conference next year. 

Bat an even more immediate issue will be forced upon 
08 in the same eventuality. The Disarmament Conference 
itself may end not, perhaps, in a renewed competition in 
armaments but in a considerably heightened level of 
armaments all round. Indeed re-armament is going on 
apace almost everywhere to-day. Certain great Power!, 
too, have rejected not only the machinery of the League 
but even the general philosophy of international co-opera- 
tion that lies behind it, and have apparently embraced 
militarist and imperialist ideals. Under these conditions, are 
the mutual obligations and the defence preparations of the 
members of the Commonwealth itself adequate, either to 
enable it to play its part in vriut may be left for the time 
being of the League system or in the last resort to defend 
the various members and their free institutions within 
the Empire itself ? For it is quite certain that weakness 
never maintained either peace or free institutions. 

These questions have never been serkmsly raised since 
1918, for the asstfmption has been that the League system, 
backed by the British navy, was sufficient to protect the 
Commonwealth from any visible menace. Hiat is no 
longer true. Nobody can any longer say vridi assurance 
that no major war is in sight for ten years. Yet the 
problem raises very far-reacldng isaues. la the probable 
a a Z39 



Xfcf Evpife, the League, aad Sccmity 
tuccflf woddMiiuincsts in 1935 « *^**! °^***f 

WhattTpewddirtntetiMof.^ 
iiereqiuiednndeinKxicracoiuiitio^ Whatpart^w 
b« pi^ bf the »ew air arm ? There are thoee tAo aay 
thM deajMte oar preaent eipenditHrc on armam^ we arc 
not fettiag anything like proper value in aecurity (or the 
outlay becanae we are only the fifth air Power and b^usc 
ottr naval equipment is not suited to post-war conditions. 
What should be the relative rdles of Great Britain Md the 
Dominions, on the tea and in the air ? Is it possible to 
combme a purely Commonwealth defensive system with a 
system of oceanic security such as was outlined in the last 
issue of The Rouwd Table ?* These are vital issues and 
they may become urgent issues also. 


IV'. Tmi Need roa an Impeeial Confeeence 

W E have said enough to show what momentous 
questions lie behind the negotiations for a disarma- 
ment convention now in progress. They may lead to a re- 
construction and strengthening of the collective system. 
They may force a reconsideration of our relations with the 
United States and of our own armament standards. Our 
sole conclusion to-day is that In any event the decisions 
to be taken must be Empire decisions, whether the problem 
to be considered is the establishment of a strengthened 
system of security based on sanctions or whether it is the 
situation tlut will arise from a breakdown in the present 
negotiations. As soon as the outcome becomes clear, an 
Imperial Conference should be held to consider the situa- 
tion, including the policy to be pursued at the Naval Con- 
ference of 1935. It is the main purpose of this article to 
Invoke discussion about the issues that will inevitably face 
such a conference, ao that when it assembles public opinion 
wiU be alive to them. 

• Stt Tm Roukp Tabu, N«i. 93, Decembet 1933, pp. 6-13. 



SHIPPING : AN EMPIRE ftiOUMM 


1 . TrI SHl»nNG ClUIIS 

British pnUic seems snddenty to here wcdeen up 
Jl to the mdstence of an argent shipping problmn. It 
is mie of the things that the majoii^ of people prefer to 
forget-> 4 ike the slams. A rare commanitjr of opinion 
in the shipping industry itself has been, perhaps, the 
principal means of ronsing public opinion lately, but as 
any problem grows ever more serious it is bound eventually 
to force itself upon the unwilling attention. This problem 
is not new, nor has it essentially altered, save by intensi- 
fication, in the last year or two, but every day makes its 
solution the more imperative. 

In large part, it is a world problem, in which Great 
Britain shares along with other seafaring nations. That 
fact vre must bear in mind at all costs. Our shipping 
industry is terribly depressed, but so — to judge from the 
figures of idle tonnage*— is that of every other country in the 
world, with the possible exception of Japan. World trade 
has shrunk to a fraction of its former self, as a result of the 
economic crisis directly, and also of the accompanying rise 
of tariffs and quotas. Our own protective policy, im- 
perative as it may have been lor other reasons, has con- 
tributed a great deal to the difficulties of our shipping 
industry. To take a limited but illustrative example, it is 
calculated that eight ships formerly engaged in the Birken- 
hesd-Ireland trade will be permanently laid up as a result 
of the recent cut of 50 per cent, in cattle imports from the 
Irish Free State. The more snccessful protection is in 
* See Tm Rousp Tails, No. 92, September 19)3, p. 838. 
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Sljipping : A» Empire Problem 

dmneitk prodoctwn for domc^ conina^«SKW» 
the non dopemte mu«t grow the condition of oar 
cantOe marine. Obvionaly the firet prinapk of a p<^ 
for ihipping moat be the strenuouB advocacy of gieater 

liberty international trade everywhere. 

Yet even if world trade had not been subjected to tM 
dUaatroos attrition of the past five years, there woxdd still 
have been a considerable surplns of shipping available. 
For that fact several reasons are responsible— the great ex- 
pansUm of the shipbuilding industry during the war, result^ 
ing in a seriously excessive output afterwards, when the 
submarine no longer stood the shipbuilder’s friend ; 
government promotion of shipbuilding activity in one way 
Of another ; the inability of the shipping owners to earn 
sufficient depreciation on their fleets, and hence their 
relactaoce to scrap redundant tonnage; and the greater 
efficiency of modern ships per unit of tonnage, through 
Higher speed, more economical use of cargo space, and 
eqiupmeot for more rapid “ turning round,” These are 
world-wide problems, and must be tackled, eventually, on 
a world-wide scale. Some of them are capable of partial 
solution by national action, and all of them must be borne 
in mind when we consider national policies designed to 
meet other difficulties. Any suggestion for action that 
did not take account of the redundancy of world tonnage — 
a misfortune to which the British mercantile marine has 
contributed, if anything, rather less than its proportionate 
share — must be discarded at once. 

Nevertheless, there is also a specifically British problem, 
one which this counir)', an exposed island at the heart 
of a scattered empire, neglects at its peril. Our relative 
position is growing steadily worse. The share of the 
United Kingdom in world slupping business has fallen, 
not merely as compared with pre-war days, but even during 
the lut few years. In 1914 we owned 416 per cent, of the 
vorW s tonnage ; in 1932 our share had fallen to 28-2 per 
• Sec Tai Roumb Tmi*, No. 9*. Septenber 19JJ, p. 857. 
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Iti»tnBtlut»Eavifl| 
nffuAwtaaojia^ ctftdtj, ^eed» Tefrigcntnd cargo ipaea, 
and adcr tedaika] jEiet^ the cadaing shiffing of the 
Ihnead Kaagdom, takeo m a t*hofe» is aubstantiidlf sapetidr 
to tint of 1913, but it k the trend that k signifieaBt. 
If we are gra^uUjr losing ground to our oompetitan, it will 
become increastnglf difficult for us to maintain even our 
present fevel of elBdency. Whereas between 1914 and 
1933 world tonnage increased b^ 21,214,000 tons, Britidt 
tonnage fell hf 300,000 tons. 

It needs but a moment’s contemplation for ns to realise 
how gtsTe a calamity the failing strength of our mercantile 
marine would be for the British Commonwealth. We are 
dependent for our barest subsistence needs upon oversea 
tonrces of supply. If they are to be assured to us in the 
event of war, we require not only a navy strong enough to 
defend our trade routes but also a merchant fleet of our 
own to carry men, foodstufls, fuel, munitions, and naval 
and military supplies. Even ruling out the possibility of 
war on a grand scale, shipping k the greatest of onr in- 
visible exports, a vital provider of the means to buy food- 
stuffs, raw materials and manufactured goods from abroad. 
It may well be described as the key to the key industries. 

We should be crying for the moon were we to demand 
a return to our pre-war supremacy in world shipping — 
an aim as impossible as the Victorian ideal of remaining 
“ the workshop of the world.” Just as other nations have 
learnt our industrial technique, so other nations have ekt 
np in the ocean carrying business. In particular, the war 
gave the United States and Japan their opportunity to 
build great mercantile marines, and we cannot conjure 
away the war now. But there is no reason why that 
process should be indefinitely prolonged, and certainly no 
reason why we should submit to its being artificially 
stimulated. The British mercantile marine can and must 
meet all k^timate competition ; if it caimot do so, in 
perhaps the least sheltered industry in the world, it will 
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hm to go na^, ot we moat ptjr a heavy price indeed iat 
kee}^ it afloat. On the other hand, comperitiw baMd 
on mbridiea, govemmeat aid to ahipbnildiiig, rephujonast 
bomacs, aod other artiflcial anpport demands ^eddl 
defaaoea which indiridual shipownm are whdt^ anaUe 
to eonattnct. Over ^^30, 000,000 a year is now paid by 
faretgn govemmenta in snbsidies to their ships, and the 
menace spreads even to those imperial trade rootes which 
have been pecnliariy our own province. 

One notorious example, which was described in a recent 
issoe of Thi Roomo Taati,* deserves to be quoted again. 
The Matson line, trading from the United Sutes to 
Australia me Honolulu and New Zealand, has been sub- 
•idtsed heavily by the United States Government, to the 
serious injury of the British lines long established on the 
aanw and associated routes. Not content with this, the 
United States forbids any but American ships to carry 
passengers or cargo from San Francisco or Los Angeles to 
Honolulu, save as part of a through voyage ; whereas the 
Mstion line is quite unrestricted in its competition with 
British ships on the comparable passage between New 
Zealand and Australia. 


II. Thi Battle acainit Subsidies 

DEVOND doubt, the best solution would be inter- 
^wtional agreement for the mutual aboUtion of shipping 
subsKhc, and all similar devices. Indeed, in the lonf^ 

T.. ,w.. T„„. ^ 
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m t m pmkd w B mrn f C f t muim • n eMwariJf <i|iwt |KIi> 4 
^ AeM, oa 1 ^ Fx«iKh piM tiiak k eMd^ 

aoc be leocwidaad in tbe iheencae of eacbaa^e ettbiUtf, 
bat BOt before tbe Ui^ed States GoTcmment bad made it 
%iiite dear that no argoainit in genecai terata eonid aba&e 
tbeir determination to continne a po]i <7 of aobsidieB. 

In defanh of a -wiMld-wide agrecsnent, ibere m but two 
ahemadves before os : to do nothing, or to take (kfenrire 
meanires ddier cm onr own or— far better-4n co-operation 
with other maritime countries having rim same main 
objective as ourselves. To stand idle may possibly be the 
leiM evil of two unfortunate choices, but let us be what 
it means. It probably means the gradual displacement 
of British by foreign shipping, starting with the trade 
between different foreign countries but extending even to 
riie coastal trade of the United Kingdom. That displace- 
ment may be a slow process, but it becomes more and more 
inevitable as bad times in the British shipping industry 
handicap the replacement of out-of-date tonnage by new 
and faster ships. Doing nothing certainly implies dealing 
unfairly by the great industries of shipping and shipbuild- 
ing, which are injured by every measure of protection 
granted to other trades, and which have, in addition, to 
meet continuous foreign “ dumping.” Manufacturing 
industry has its tariffs, agriculture its quotas and subaidies ; 
is shipping alone to go unaided i 

Yet if we turn to the shipping industry itself in order to 
learn i^t compensaticm or protection is required, we hear 
a confusion of vmces. For this lack of unanimity two broad 
reasons may be discerned. The first is the fear of retalia- 
tion, allied with the general prejudice of the shipping 
industry in favour of free trade. Every barrier to trade 
is raided with suspicion by those who know too well from 
hard e3q>erience the perils involved in wars of commercial 
policy. We are sdll the world’s greatest shtp-owmers, and 
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theidbre the m«t rakenble in Ae erent «s< 
atudk. Altei^ we possess 90 per cent, of tibe ciia^iag 
xstAt be twe en different parts of the Brituh ComuBik’ 
wealth and 60 per cent, of the carrying trade betweiSn 
Britisb countries and foreign countries ; for the sake of 
margin that we might gain in these fields, are we to jeopabO' 
disc all onr foreign connections and risk proving Sag 
dtschmination in foreign ports 1 
There U a second reason why ship-owners do not speak 
with one voice. Their interests are divided. Hitherto, the 
Itnert have not suffered nearly so disastrously as the tramps, 
because foreign competition in that class of tonnage has 
been restricted by the conference system of fixing fares and 
cargo rates, and abo because liners have picked up a good 
dcai of trade that would otherwise have come the way of 
the tramps. Tramps and liners very largely compete with 
^ another — even the formal chstinction between the two 
is blurred, so that for statistical convenience a tramp is 
often taken as any vessel below 5,000 tons gross. The 
liner interests, in brief, fear the grant of subsidies to tramps 
both because that would enhance the competition of the 
tramps with themselves and because any foreign retaliation 
would largely recoil on their heads. 


Nevertheless, there has recently been evidence that a 
Urge proportion of the various shipping interests have sunk 
lJ»«r differences to the extent of agreeing that some con- 
certevi action must be taken forthwith. The Council of the 
Chamber of Shipping, for instance, accepted with only three 
diMcmient. at the Urgest meeting of the CouncU ever held 

*h.d. .cWlBigcd the principle of I 
mercantile marine, said the chairman of the Orimr r 
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’OilmK -S#BNt§ 4HVtl} tiM^ flp^y .i f^l-nniifl 
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lam^ tpolft tt length, aboiis thi» ptahi^ 
<feiiMmdiag specUk ddeniim actkm w pert of m Ei^nre* 
adde policy. 

When we torn, boweTer, from the urgent call for actkm 
to the qnestkui of what form that action shall take, we are 
in the fidd of controversy and specnlatkm. Huree broad 
lines of acti<m are open to os. One is the imitation of many 
of onr piincipal competitors on the seas by the grant of 
subsidies ourselves. The second is an attempt to main- 
tain our ocean-carrying business by reserving for British 
bottoms certain classes of trade — ^for instance, the coastal 
trade of the United Kingdom, the trade between different 
parts of the British Empire, or a minimum j^oportion oi our 
trade with countries with whom we have commercial 
treaties. The third possibility is a plan of flag discrimina- 
tion, by differential port dues or other means, specifically 
directed agamst countries pursuing a policy of subsidies. 

There is no gainsaying that each of these alternatives 
carries danger and difficulties. It is true that the grant of 
subsidies, which is on the surface far the simplest of the 
solutions, would be unlikely to involve immediately any 
cut-throat economic war with particular countries, since 
it is already so largely practised by our competitors them- 
selves. But who would deny that if we, the greatest ship- 
owning nation in the world, were to pursue such a course, 
every other seafaring country would eventually be bound 
to follow — ^Norway, Sweden and the rest ? There is a 
further indisputable consequence which is even more dis- 
concerting. The tramp class, for which alone subsidies 
are now demanded, cannot in practice be isolated from the 
liners. British liners could not live, competitively, between 
the shears of subsidised foreign liners and subsidi^ British 
tramps. Sooner or later, the conference system, uffiich 
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k ktmi t» fnm m iM^wte nkgurd for the Ikir 
h w nwi . lii^yfloa^iioiildli«veto1ie9Veit»i>bekKe»,«aid 
du SMfe ^lAiA the tniup owner * eirtkitte 

their •dM^MwosU COM, iroald be mtikipliediiumil^ It 
k melt ed thet the United States, with a mercaatSe matine 
Httle more than one-half the size of oon, spends ^17,0001,000 
• fear on shipping snbsidtes. Who dares say, once we had 
started on a coarse of snbndiea, that the ben^daties, often 
motnallf in cotnpetitkm, wonld cease pressing for more 
tiB thef were subsidised on mnch the same scale as the 
Uidted States ? The stakes are too high for ta to enter 
sndi a hazardotu game. 


Above tU, sabsidies mereif aggravate the fundamental 
problem, the excess of world shipping tonnage. In their 
cnthaaiaam, the trsrop^mners claim that their proposals 
for ojmting and Isfing-up subsidies would bring into 
ctmmissioo one hsif the British tramp vessels at present 
laid up. At whose expense ? h it to be expected that 
fomgn ahip-owners would difhdcntlf consent to be sup- 
planted by subsidised British tonnage ? Even if no 
retaktory aubaidies were forthcoming, private competition 
certainly bt intensified, and freight rates driven 
kiww than ever. 'Fhe net result might very well be but a 
^ ahght improvement in the British share of world 
•hipping business, coupled with a depression of freight 
rat« equivalent to little less than the amount of the 

wpUcement subsidy would seem much more desirable than 

whertf considering 
het^ part of our shipping policy ought not to be modelled 
Japanese pUn of subsidising each ton built in 

exchange for two tons scrapped. 

luMdic „„ <,p,r.ting ,„d l.jniig..p nm b« 

12^ » p^'oe. horn ,he p„i„, 

Berhan. Considerations tie not 

,Mle » lo«bl, if the ..bsidia 
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tMupanoj ptlli«iiTe, but the form of Uaattttwn ^opoaed 
it extrom^ dtagoow, since the indnstiy mii^t long 
remun depfctsed for many reasons other than those to 
meet *dnch the sidmdy wm orginaUy awarded. It might 
he depressed hy the increased competition of previoQ^ 
laid-«p tmuiage brought into commission by the subsk^ 
itsdf ; or by a decline in the comparatire effioency of 
British ship|ang ; or by world economic forces of inde^te 
duration. If subsidies are to be given temporality, th^ 
should continue only until a permanent policy has been 
adopted. 

Subsidies, it has already been indicated, involve a risk of 
retaliation, a risk which is still greater in respect of other 
defensive measures — ^reservation of certain classes of trade 
for British bottoms, or discriminatory port and customs 
dues. It is s risk that we must face and consider carefully 
before embarking on any scheme. But if it is weighed 
against the risk of the steady deterioration of British 
shipping, which we run if we elect to do nothing, it fails in 
the balance. The President of the Board of Trade used as 
an argument in favour of caution the figures already quoted 
showing the high proportion that we already possess of the 
carrying trade to and from British countries. These same 
figures, however, can be used to lend point to an opposite 
argument. If we could recover one half of the trade that 
we do not now possess between different British countries, 
and between British and foreign countries, we could 
afford to lose over two-thirds of the rest of oor shipping 
business. 

The leactioa of the rest of the world to such poBoes as 
are Miggested by the Tramp Committee and others would 
be presmnaUy the less serious by reason of the fact that 
thqr would be mostty belated copies of what other conntries 
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•» 4r«a4r doing. The Umted Stilet, Fnii^ and 
fwrt BttiflBi TC»er?e thdr coartil trade for their 

oitf own DonuaiotM, Anatralia has done an laa^ 
mof jeu*. The United States notorkmslf applies tys 
restrictioR to trade between home ports and oatfying 
Amencan territories, for instance b^een the Pacific 
coast and Honolula. Hiere would thns be no innoTatkm 
of principle even if, hjr agreement with the Dominions, we 
were able to reaerve trade between them and the Umted 


Kingdom for ships under British flags. There is Hkewise 
ampk American precedent for discrimination against 
tonnage concerned in a policp to which objection is taken. 
The White-Jonea Shipping Act provides that where any 
American line is not included in a shipping conference 
anywhere in the world it can bring a complaint before the 
Federal Shipping Board, on whose report the Government 
of the United States most take action to exclude from all 
American ports the ships of the lines running the confer- 
ence, and all their subsidiaries. The French import quota 
system, again, has provided examples of reservation of 
ctTUin trades, or proportions thereof, for ships flying the 
national flag ; but this is not a suitable precedent for us, 
with our widespread system of commercial treaties based 
on the moat-favoured-nation principle. In order to adopt 
the auggeated plan of contractually reserving certain per- 
centagei of the carrying trade between ourselves and the 
other parties to our trade pacts, we should have to scrap 
our whole commweial treaty system, an undertaking which 
would obviously be fraught with grave perils. 

A1 these suggestion, have to be considered on their 
HKn .nd n ,he broad., i„TOl,,d. 

L action i. 
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1. ti«. action b. con^wud, a. 



THE ROUND TA^pLE 

Tmi RouKO TA*tf i« « OiMurterly Retiew of dw ^tka 
of the Britidb CoBHnono'ealtb conducted in a strictlx nott 
putT political apirit. It aedv to promote the unity of th< 
l^t^ Commonwealth by preaenting every quarter at 
accurate and non-paniaan account of the politics of al 
partat together with articlea dealing with foreign anc 
in ter* Imperial problems from the point of view of th< 
whole Gimmonweahh. 

Tn* Roviifi *»huh appun ever)- March, June, September an< 

Uttamber, •«» he ubtamcit through any Bixjkieller or through any of thi 
tnitowing : 

GRKA'I BRITAIN AND IKKLAND ; Mevin. Macmillan & Co. 

tad., St. Mardn’t Sircci, lymdon. W.C.t. 

CANADA: The Maimdlan Cu. of Canada, L.U., ~o Bond Street, 'I oronto 
AUri'RAMA.- Macmillan k Co., Lid.. ? j Hinder St., Melbourne 

SOUTH AFRICA: | Tyndall, R«j., 1 16 Corporation Buildingi 

johannrthurg. 

NIW /KALANI). It.r Secretarv, Thi Kouai) Taair. do Messrs 

MfKa. an I ' -Ir A \! '■ Uell .if 

|Ni):\ Mi*«' Mi ti iir. A ( o i 1.1. !««,••„ ha V. V Ma.i.. 

FliVri Th' Fiprett .-'..-ii ar.! Main • r-i rr. ear '••■ej iTar.l’ 
Hmel, Cairo 

CIIIN\ AND STRAITS SKITI.KMKN TS. Me»»r^. Kelly & Walih 
Slii.iyti,,., M'lng Koiifr, Singapore. 

)AI’AN I hr M niirrii ( iinip,ini, I.ul., i (-ifi Nitionl .islii ’i'ori .Sanchome 
Toliyo 

UNTTKI) S'TATKS: The Ma.mtllan Co., Kilili Avciuk. New York 

ORDKR FORM 


Halt . 

r. 


ri«a« .oT! my name a' i rilicr to Thi Roino Taiii.r for i 

tteniKl ol one ynr .oranicnimg with the ij.ui-, 

I rm i,Mr a rrnnttanie of *l]\, 




Delete on- of thtat wiorcU and prntc at recettarv. 

l.fWDON MACMU.I.AN A C(T. LTD. 



^»|»ii-'ii,dt,T«i>itg.i ni|trtTnia)ak-y*j>*irtrfi^#fc.» 

=nci« it olatfioM 4Ullcflll3r!^. 
4bli£af«A^oMuitriMdbooaieiiiidertto thMia 
of ptvp^lionicTOi^aeed aot<ftfi on vt bat on ttea&cgt 
*■^^^*"11 govcnuaentt, i*ita noold be iorited to lonni 
|w»f duttlie7<fid aot tvbridite ooeta-goisg dUpiydbeeti 
or indiTcctfy, before tbeii toontge could be 
to the non^ tariff of port chai]ges and import dories. 1 
mndd bare to be an aU-oi^nothing poltcp ; we coold no 
adjast tbe penalty to degrees of the offeoM. 


III. A PaOBLtll FOE THE CoMMOMWEaLTH 

V.; 

I T is DOC our purpose to indicate precisely what polk] 
should be adapted. On the contrary, it is onr prc^nik 
behef that the question of policy cannot be pnqaeify con 
stdered within the limits a purely British view. The 
opinion of the whole Commonwealth should be ccmsulted, 
and its co-operation enlisted, b^ore any decision is taken. 
This is beyond question a problem for the Commonwealth 
— ^perhaps the most unmistakable occasion for the develop- 
ment of an agreed imperial policy that has arisen since t^ 
Dominions achieved legislative autonomy. 

Here on this very issue, perhaps, we have come to a 
parting of the ways. In course of constitutfonal 
devolotion in the Commonwealth, governmental unity 
has been replaced hy voluntary co-operation on matters of 
common oonoem, as riie bond ^tween the several members. 
If vchmtary ctM^wmtion is n^ected, the Commonwealth 
pt^rically is nothing. Its future Ees between regenenrien 
aadoUivkm. Where k a matter more obvioasfy of eoamioti 
coociBm than the preservation of British sh^p^ f FaSare 
to adopt in this instance the course of mutual cqnai^arion 
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Slappoif : An Empire PmlMi 

miiOM teodnciet fonn too oa^ an cttwo iof!. 

om own Wlnre to potfoe an Empire policy, but 
the United Kfiyinm herselL If war comes, we and they 
most f t— tosetber, constitational formulx and intOF* 
eetiooal commitinenta notwithstanding. If, when that 
happens, onr mercantile marine has been snpplantwi by 
the diips of f<Metgn Powers, the Dominions must share 
oar weakness, even as now thqr share the advantages of 
onr ocean strength. To imagine that this problem can be 
settled by consultation between the Board of Trade and 
the shipping industry — wluch does not even know its own 
mind — is to betray a foolhardy carelessness about the 
future of the Commonwealth. Hitherto, its development 
has been dominated by centrifugal forces, which may 
eventually destroy it altogether, unless at opportunities 
such as these they are vigorously counter-acted. 

The complicated issues involved affect each member nf 
the Commonwealth differently, so that a policy adopted 
by the United Kingdom based on her own immediate 
needs might easily conflict with the interests of the 
Dominions, and, by arousing their antagonism, ultimately 
defeat its own ends. The recent subsidy* granted by the 
South African Government to Italian lines trading to 
East and West African ports and the Mediterranean proves 
how foolish would be the assumption that, on all points, 
the Dominions arc of like mind with ourselves. The 
Union Government, in explaining its attitude, repeated 
ita declaration (made at the World Economic Conference) 
that it could not support a general condemnation of the 
principle of subsidies, including those for shipping. In 
India, where the service rendered by subsidised Italian 
linca is also an important factor, the question of reserva- 
tion of coastal trafitc for Indian-owned ships is an aente 
peUtkal issne. Australia has a special problem of high 

• TWi topic is dMcuwed st length is in snide from South Africa, 
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ii: .^MgM SM lawBinaeiMaiag cMK&tiaM^ cwwa 

Ikerto icsenv J^lwr ooMtil trade (iiidaififlig^tnude'^lMt«i^ 
the iMmUml and TasnuDiu} for Auatralian ’fine ii 
Sat^Mt^ cooconed widi the ijveatkm of aiihndiaed 
Ameriam finea on Padfic roatea,* and her Mmiater of 
Gommerce ieomt]jr hinted that “it might be necessary 
fm the Oovenuaent to take steps to ensure dut parallel 
condhiona were enforced on both sides of the Pacific.** 
He was, he added, personally opposed to any extension 
of the subsidy system. Subsidised American shipping on 
the Pacific is even more peculiarly a New Zealand problem, 
since the two chief British competitors on the Australian- 
North American routes are New Zealand concerns, though 
they are in the P. and O. group. Canada, again, has a 
special problem, created by her neighbourhood to the 
United States, and the close economic interdependence of 
the two countries. American retaliation against British 
shipping might injure her interests more swiftly than those 
of other Dominions. 

If for no other reason, the defence of shipping is a 
Commonwealth problem, because — provided we can light 
upon a united policy — the extent of the commerce of the 
British Commonwealth in relation to total world trade, 
and the critical importance of its ports for world traffic, 
give 08 a tremendous power far exceeding that which any 
member of the Commonwealth could wield alone. 

There are those who argue that we should summon for con- 
sultation and joint decision not only the Dominions but also 
all those foreign Powers who are likely to be on our side in 
the battle against subsidies. Certainly there is no room for 
exclusiveness in a matter such as this, and once we have 
found a Commonwealth policy it must be open to any 
country to participate on equal terms. But our poUcy 
must first be founded on an Empire investigation. Does 
the existence of the British Commonwealth mean any- 
thing at all, or are the relations between its several members 


•8eep.i^ 
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As Empifc Brobfetn 

BWi^ tliaw frkttdfy fmcign Pcmen I Sentiinent and 
Idnoiy apart, defence abcmte tke answer when it is ^ppiuf 
that it concerned. At the end of the war, well over one- 
third d Britudi ocean>^ng tonnage was directly employed 
on niisuiy and naYtl terrice, including i| millioo tons 
■erving the military forces of the Dominions and colrmies. 
An ocean Empire without a common policy on the seas it 
a c 4 Mitradiction in terms. There is another imporunt, if 
narrower, reason \idvy these deliberations should be con- 
fined in the first place to the Commonwealth. Whom, 
ammig the foreign Powers, should we invite to the council 
taUe I Plainly not all, for the World Economic Conference 
showed that, for the moment, universal agreement is out 
of the question. If we made a selection, those omitted 
would chher grumble at not being consulted or denounce 
the whole pr.Kcdurc as particularist economic aggression 
directed against themselves. 


In the British Commonwealth, machinery is ready to 
hand. Admittedly, the Imperial Shipping Committee, 
created in igiK to inquire into, and report upon, matters 
^ected with the development of sea communications 
between the different pans of the Empire, is not ideally 
suaed for the present purpose, being a very speciaUst and 
offictal lx«ly. In 1 923, however, the Imperial Economic Con- 
ference pas.scd the following precisely relevant resolution:- 


dticrimimte wamn the fl.a ^ foreign country to 



A Bn^lemlbr ^ ConiBioiniiB^ 

Hk fimnmeBts vi ihs Eapiie nmit fauieed caamik 
tcfedwr, but wdtaw tbere b to bfe a special ^iqpanal 
OuiiBnnoc^ drsinag Fkinie bfiiuBten and Miaitt«ra of 
Commerce from all the Dominkna to London, it it plain 
that die fovemmenti dobe cannot give the proUem the 
detailed and ardnooa condderation that it detorei. 

What is wanted is a small ed ioc committee, lepresenta- 
tiye of all parts of the Commonwealth, composed not of 
shippmg experts with their diverse special intnests, bat 
of men of affiiirs capable of reviewing the problem in its 
broader aspects. Hie CommittM*s agenda should ittdade 
all sides of the problem — liners, tramps, shipbnilding, 
the conference s^^tem, subsidies, and a score of other 
matters. It shotdd take time to investigate circumstances 
and opinions in every part of the Commonwealth. If 
necessary, an interim report might be presented on the 
emergency issues. 

It is, indeed, an emergency problem with which we are 
faced. Yet even more dangerous than delay would be 
the adoption of a limited national policy, before we had 
consulted the Dominions or enlisted their help. Whatever 
we do, we are bound to arouse enmity in certain quarters 
abroad ; it would be a disaster if, for want of following the 
principles of Empire co-operation which we freely acknow- 
ledge, we were to arouse dissatisfaction or distrust among 
our fellow members of the British Commonwealth. The 
Balfour resolutions and the Statute of Westminster founded 
a new Commonwealth upon the principle of free co-opera- 
tion, a principle which is translated into practice according 
to the needs and traditions of each branch of public activity. 
If, when so clear an occasion arises for its exercise, it is 
deliberately neglected in favour of unilateral decision by 
one member, we may be forgiven for fearing that the 
principle itself will gradually wither into an obsolete 
formula, leaving of the Commonwealth nothing but a 
memory and a name. 

T2 
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NEWFOUNDLAND 


I. The Causes of Collapse 

A F 1 *ER enjoying responsible government for over 
three-quarters of a century, in February of 1934 New- 
foundland ceased to be a self-governing country. This 
arrange occurrence in the affairs of the British Empire 
clearly demands an explanation. 

'Fhough legislation by Parliament at Westminster was 
required in order to accomplish this change in the Island’s 
status, it is not by any arbitrary act of the British Govern- 
ment that self-government has been withdrawn from a 
Dominion. That would have been impossible. It has been 
a long recognised practice, emphasised for all the Dominions 
and made statutory for some Dominions in the Statute of 
Westminster, that the Mother of Parliaments cannot pass 
any law applying to the people of a Dominion, let alone one 
to take away their self-government, except with the consent 
and at the request of that Dominion. The Newfoundland 
Parliament, in fact, by a unanimous vote, petitioned the 
King, asking him to issue new Letters Patent which would 
suspend parliamentary and responsible government in the 
Island and establish government by a ^mmission in its 
place. ^If-govcrnmcnt did not die by a murderer’s hand ; 
the verdict must be suicide while temporarily insolvent. 

Newfoundland’s proudest boast was not that she was a 
EWinion, but that she was the oldest British colony, a 
historic claim of which no constitutional changes can 
deprive her gallant people. The Island is not much smaller 
m area than England, but is .sparsely peopled, its population 
being estimated at 282,000 souls. Of these, 40000 live 
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|eli^ ikm miy tuge temn 

xMwnriMr «te dne^M^Ded udoi^ matt 1,300 wau^ 
artt iao cn tt, a o rt tepe d for ^ most part akng the 4 iiooo 
of ooMt. About 100^000 of the iBhidi^aBfei mx 
engaged exdnairety in fishing ox dae as fidkarmenrfimQaaMi. 
Thepra^>erity of the Island depends toda^, as it hu ahn^ 
done in the past, almost entirely on the fishing, and a fooG^ 
neglect of the interests of this prime actirity is one of the 
main canscs of the fate that has recently befallen the 
commonity. 

There is no mystery about the origin of the series of 
events that culminated in the present pass. It began in 
1931 with an appeal from the Newfoundland Government 
to the United Kingdom Government to send out a financial 
adviser to help them to grapple with grave difficulties 
which had already been allow^ to develop too far. The 
Island suddenly found itself unable to pay from its own 
resources the interest on its overseas debt. The steps by 
which this position was reached can be described in a few 
sentences. At the close of the world war, in which the 
humble fishermen of Newfoundland had shown a loyalty 
and courage as great as were displayed in any part of the 
Empire, the public debt of the Island totalled $45,000,000. 
In every year from 1920 to 1932 its budget was unbalanced. 
The average annual revenue for this period was $9,250,000, 
the average annual expenditure $11,250,000, and the 
average annual deficit $2,000,000. In each of these years 
an external loan was raised in order to enable the Govern- 
ment of the day to liquidate this perpetual deficit. But 
that was not all. The Government, with almost sublime 
contempt for the dictates of financial prudence, also used 
large parts of these loan funds each year to embark upon 
costly new schemes of capital expenditure, not one of wUch 
has proved directly remunerative. As a result of tins 
dual process of fiscal profligacy, the public debt within a 
dozen years more than doubled itself, rising to $97,638,772 
by the end of July, 1952. At the moment when Lord 
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Aauiine's Crauiua^ pmented its rqwrt, tl» d«bt 
stood St s link under $101^,000, and the payments Iw 
interett on it, mdnding fmjvuion for exchange flnctastiaii, 
anoanted approximately to $5,200,000 per annnm, or about 
65 per cent, of the anneal revenue. It was the Govem* 
mcnt’s failure to obtain any money when for the thirteenth 
year in succession it endeavoured to raise a loan that 
brought the community face to face with the fact that it 
conld not pay its debts and was heading swiftly for bank- 
ruptcy. Superstitious people may attribute this disaster 
to the malign influence of the unfortunate figure thirteen, 
but for others the explanation will be more simple. 

It ii not possible in the spate of this article to enter into 
rhe details of this astonishing financial policy. There is 
only one possible excuse for it that approaches the reason- 
able. As has been said, Newfoundland’s well-being had 
always depended almost entirely on the success of one 
industry, fishing. That was, and still is, a serious weak- 
new. The fortune of the fishermen was sometimes good 
and sometimes bad. There was never much certainty 
about It, and a scries of bad seasons would spell disaster. 

It would bve been better for the Island had there been 
other industrial activities of sufficient importance to help 
Mii!"**!j** t. fluctuations in its prosperity that 

ihc whmi of ,he Bshorics. Much of the wfld 

iniiKd, 

;^rr.d upon .„c„p„ 

TV &.emmcnc .pen, Urge .umr of mouep „„ p. J* 

.nd A' “‘'Sruph 

•nd tekpVne Krrrcer, „„ ,he co„«ruc,ion of . dr, dodo 

ssups 

P<^l.o.in re..„„^,„ '''' 

o« «.ll, whUe ruouop ^ 



«dMaaM%; idK» mm mdn^ wiinie IpioiMwb^ 
Je idafHnaMt wc» * of life tad dttrth to w aw^ 

mu JWg to ctBd. £«oBnt «moiuitiag to over l5o»oeo^ooo 
tMSCe ruMd after tlie war, less tium fi,ooo^i6o ai tlM 
mouejr was devoted to stimalatio^ the indostiy that Was of 
ditef importance. Whilst Newfoundland’s principal fishing 
rtw^ Iceland and Norway, were steadily improving their 
natihods both of catching and of marketing their fish, and 
were reaping rich rewards for their perspicaity, often at the 
expense of Newfoundland, those in control in the Dominion 
allowed their own industry to go from bad to worse. They 
did nothing to check the rule of individualism, which was a 
bar to all progress. 

Fishermen and merchants had done well during the war 
and in the brief period of prosperity that followed it. 
But within a decade the position had been completely 
reversed, and the effect of the world trade depression on 
this weakened industry was disastrous. At the best of 
times the fishing season had not lasted through many 
months of the summer and autumn, but under a regime in 
which the industry failed not only to create new oppor- 
tunities for itself but even to preserve old ones the season 
contracted until ** the average fisherman is faced with 
the problem of earning enough in three or four months to 
last him a year,” His chance of doing this was already 
handicapped by the vicious credit or truck system 
by which he did his business with the merchant, and 
three successive seasons from I9Z9 to 1932 in which 
fish prices, like most others, fell to extremely low levels 
reduced the vast majority of the Island’s population 
to abject poverty. 

There have been recurrent periods in the Island’s 
history when the failure of the all-important fisheries have 
necessitated the supply of public relief on a large scale to 
the fishermen’s families all round the coast. For though 
one passage in Lord Amulree’s report describes in almost 
lyrical terms the life that is possible in the Island, and 
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out t gait hope for tbefotnre, drconutiiWJM k 
p«M have consfnred to destroy tibe pleasant prOi^wct. 

Euh nun (m^s the re^) is qnite capable oi bv 3 t^^ hb 
hosae i the tea tQppliea him with food, both to eat sad to seil; 
fata little jAot of land provides him with ve^ubles ; the coimtiTaide 
each iDAiner it alive with wild fniit ; and an occasional rablnt <xr 
dock adds variety to hit fare. He pays no local rates or taxes for 
there is no local authority or direct government tax ; as a nde he 
pays no rent for he generally owna his own honse and a plot of land. 
. . . Provided that the fiahing aeaton ia good, and he can obtain 
a reaionable price (or his catch, he is content, in essentiala, to 
continue in the ways of his fathers. 

Apart from other factors, such as the truck system and 
indirect taxes, which weigh heavily on him, the price that 
the poor fisherman has received for his catch in recent 
seasons has ruined him, with the result not only that since 
193* all the fishermen have been in debt, but also that the 
national budget has been swollen by huge sums paid out 
in relief. During the winter of 1932, for instance, no 
less than 70,000 persons, or onc-quarter of the entire 
population, were in receipt of public relief, other than poor 
relief or relief for the aged poor. Despite the fact that 
this relief was of the most meagre kind, consisting of rations 
of pork, flour, tea and molasses to the maximum value of 
f l.o« per head per month, its cost in that one year alone 
amounted to $1,100,000 or onc-seventh of the revenue of 
th. country. When ,Ki, burden in added to that of the 
public debt, the hopciesa financial straits of the Island can 
be imagined. 

blessed with wisdom in 

a7s^; -r uT *beir folly in 

raising it would have found them out when the wLld 

depassKin descended upon their little Island. While 
M norZ u their financial policy 

birth r I themselves^th 

rj that the money spent in endeavours to attract other 

«..^J.ton.h,.„„n,ar„:re“^^^^ 
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'•piMr n lUm fMffe 4 Idow ^dnt . 

wmmmaL - ■ 

Bat dine 4 m <Ml^ 

nfevmt lamn in the gmnal utaatim* ind two emonnit 
them mtut be partkokrl^ though briefly noted. 1%^ 
the iMlmuiistntiTe machine, which should pli^ an import- 
ant part in maintaining good government in the conntty, 
has been largely destroyed, owing chiefly to the intnuton 
of the spoib system into the civil service. It had been 
custoirury for administrative posts, high and low, to change 
hands for purely pc^tical reasons as C^vemments rose and 
fell, with the results that civil servants enjoyed no security 
of employment, that disinterestedness, experience and 
ability among them often counted for nothing, and that 
the service inevitably became inefficient and demoralised. 
Secondly, the electorate generally have little experience of 
practical political affairs ; outside St. John there is no 
municipal government which might help to train them in 
their responsibilities as voters ; and under a paternal 
system of government they have, in fact, been accustomed 
to support whichever candidate made the largest promises 
of material help to his own constituency, regardless of any 
wider considerations. The deterioration of the political 
system in recent times is one of the major problems of 
Newfoundland. 

The islanders made a desperate effort to ward off disaster 
when its imminence was plain for all to see. They secured 
the assistance of experienced British financial advisers 
with wide powers of control. They agreed to humiliating 
terms with the Canadian banks who first came to their 
rescue when suddenly their borrovring power in the public 
market ceased and default stared them in the face. They 
sold the exclusive rights to import gasolene (a commodity 
essential to every fisherman) to an external private com- 
pany in return for further aid. They drove out their old 
Government and returned by a vast nujority a new set of 
Ministers in the hope that they might perform miracles, 
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•od tbett new leaden cooragebosly wielded theiceoHonqF 
an unth onprecedented sternness (salaries and penn^ 
sH sorts, for example, being cat by various amounts zan|^ 
from 20 to 45 per cent.). Finallf, in return for advaaoes 
from the Canadian and IJnited Kingdom Governments to 
tide them over two further dates when payments of interest 
<m the public debt were due, they agreed to the appoint* 
ment of a Royal Commission to enquire into the whole 
position, financial and otherwise, of the Dominion. 


II. The Amulree Commission 


T he report of the Commission is a document of high 
importance. Its authors, after an exhaustive examina- 
tion of their problem, reported that Newfoundland had 
indeed received a blow from which it would be extremely 
difficult for her to recover. They concluded that : — 


l) The estimated expenditure of the Government for the year 
* 93 J “34 *he estimated revenue $8,284,338, and 

the catimaled deficit therefore $3,281,551. 

(1) Economics had been so drastic that expenditure could not for 
Jong remain at its present low level, while revenue for some time 
wss more likely to decrease than to increase. 

^ While world conditions remained abnormal, there was liJtely 
to be a recurrent annual deficit in the neighbourhood of $3,000 000 
^ f revenue) so long as the countiy was 

“,r' "■* "■ "“p'"' 

programme of reconstruction" the 
Tp^ recuperation even when times 

-om,on co|„id„ca ca«f„l|, 



Tie I li iii iMe t^Oeto 

h» ■aeiiiih w de»Me faumdal me«ns of orverocMoiag 
iiil%ttdr<lrit»4iMMg«i>eMnTa«dutte<nw; whhaitt **iaBg» 

mmA Mttk or no diance of recoreiy it all, even wiiminntd 
conditkaii became normal again. What was reqwred was 
not ttmpfy a piece of sound and ingenious fina^, but a 
oompr^ensive policy of constructive statesmanship. 

In the light of this they examined the possible alternative 
methods of dealing with the situation, first considering 
whether Newfoundland could find unaided, out of her own 
monrces, the answer to the conundrum. Here there were 
two main possibilities : the country might default on the 
full interest payments on its excessive public debt, or it 
nsight sell or lease Labrador, that undeveloped but potenti- 
ally rich territory which, as a result of the famous litigation 
of 1927, had been confirmed in its possession. 

Proposals for default the Commissioners rejected because 
of the damage that such a policy would do to the Island and 
its inhabitants. They urged that its first effect would be 
to shatter the country’s credit, causing a decline in trade 
and a check to all development. Not only would this 
destroy the prospects of increased employment, higher 
wages and improved social conditions generally ; a decline 
in the trade of an island dependent on imports for a large 
proportion of the necessities of life would result in a lower- 
ing of the existing sUndard of life. In fact the worst 
sufferers from default would be the fishermen and their 
families themselves. But in addition to this the Com- 
missioners had to uke into account a wider consideration. 

We have been content to dwell (they wrote) on the consequences 
of default to the Island itself and to pass over the effects which 
default by a part of the British Empire would be likely to produce 
on other parts of the Empire and even elsewhere. . . Default by 
a British community would be without precedent, and such a step 
would at once retard the general recovery and tarnish the good name 
at the Rrirish Conunonwealth. 
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Tbe tdb of Ltbndor offered no ben» pio^»ect of 
sMog tiK proUem. In fact, the raggestxm im not « 
raetkal one, f« apart from any other oanudeEitiim 
either Canada, the propoaed purchaser, nor Newfoundland, 
bpropoaedrendor, was willing to play its part. Tlieiefore 
t waa impoaaible for the Island to overcome its difficulties 
j resort sokly to its own resources. The CommisMonw 
Drned to examine various means by which external aid 
tight be brought to the rescue. 

They first considered the old suggestion that Newfound- 
ind should join a political and econmnic union with 
anada. But whatever intrinsic merit it might possess, 
his proposal, too, was outside the field of practical politics, 
'or various reasons the people of Newfoundland would not 
sten to the suggestion, and it must be remembered that 
lie oiuntry was a Dominion, that its people enjoyed 
;spotuiblc government which could not be taken away from 
liem by any external authority, and that therefore any 
roposals that the Commissioners made would need to 
in the support of these people if they were to have a 
hance of being tried in practice and proving successful 
a trial. 

By a process of elimination Lord Amulree and his 
ollcagucs were left to consider various means by which the 
Jnited Kingdom could bring the necessary aid to New* 
lundland. In their minds all the time was their great 
bjectivc : the country needed not only financial arrange- 
icnts which would mean a considerable reduction in its 
urden of debt but, what was of less immediate but of far 
tester ultimate importance, a Government vrith the 
isdom and power to pursue sane policies of economic 
xonatructiun and development which would gradually 
:t the community on its own feet once more. Any 
Jisnee on the old system of government would be more 
lan likely to defeat that purpose. It was clear that the 
pw Government must attack the old evil of the credit 
rstem, reorganise timc*honoured methods of conducting 
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the firimtg iiidatti7» owiABA e pn^ §p»em of cw& 
aenrioe, lad in uuaf diicictioiu ta dmociUj and boldty. 

ht^cndtheCttmmttwkmeritiieiittdTtstedthiBi^ 
euddag bold proposals. Tbep rqected m inade^pate i^ 
soggettkms lor hjjf measures (such as that Great Brita^ 
should provide the necessary finan cial aid in return for 
Treasury control of finance within a patched-up system 
of setf-government). They recommended a scheme of 
wholesale reform consisting of two interdependent groups 
of proposals, financial and political, the latter of v<diich 
meant for an indefinite perit^ the end of self-government 
in the Dominion. They proposed, in accordance with correct 
constitutional practice in such an extraordinary situation, 
that the Newfoundland Government should make an immediate 
appeal for the sympathetic co-operation of your Majesty’s Govern- 
ment in the United Kingdom in the execution of a joint plan of 
reconstruction of which the following would be the main features:—* 
, (l) The suspension of the existing form of government until such 
time as the Island may become self-supporting again. 

(а) The creation of a special Commission of Government, which 
would be presided over by the Governor, would be vested with full 
legislative and executive authority, and would take the place of the 
existing Legislature and Executive Council. 

(3) The Commission of Government would be composed of six 
members, exclusive of the Governor, three of whom would be drawn 
from Newfoundland and three from the United Kingdom. 

(4) The Government Departments in the Island would be divided 
into six groups. Each group would be placed in the charge of a 
member of the Commission of Government, who would be responsible 
for the efficient working of the Departments in the group, and the 
Commission would be collectively responsible for the several 
Departments. 

(5) The proceedings of the Commission of Government would be 
subject to supervisory control by your Majesty’s Government in the 
United Kingdom, and the ^vemor-in-Commission would be 
responsible to the Secreury of Sute for Dominion Affairs in the 
United Kingdom for the gtfd government of the Island. 

(б) Your Majesty’s Government in the United Kingdom would, 
for their part, assume general responsibility for the finances of the 
Island until such time as it may become self-supporting again, and 
would, in particular, make such arrangements as may be deemed just 
and practicable with a view to secnr^ to Newfoundland a reduction 
in the present burden of the public debt. 
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C AKE hid been taken to lee that every interest in ^ 
Island was consulted while these proposals were being 
endved, and that whatever the recommendations of the 
Commission might be they would command the approval 
of the Government and people of Newfoundland as well 
as of any other Government or people concerned. The 
Commission itself had consisted of one member selected 
by the Newfoundland, one by the Canadian and one by 
the United Kingdom Goveruments. So well had they 
done their work that when they presented their report no 
one sought to escape the conclusions that they reached. 
The Parliament and Government of Newfoundland accepted 
their findings and recommendations, and though time pre- 
vented the taking of a plebiscite of the whole population, 
ail who arc in touch with public opinion in the Island agree 
that such a vote would have resulted in an overwhelming 
majority for the Commission’s scheme. 

'Ihc politicians who led the country in accepting the 
new proposals showed an unselfish patriotism, and the 
people who followed them displayed good sense. For 
Great Britain acceptance of the scheme meant new finan- 
cial burdens and a considerable addition of political re- 
sponsibility, but here, too, imperial patriotism and common 
sense prompted acceptance of the scheme with all its 
consccjucnccs. The necessary legislation providing for the 
suspension of the old constitution and the establishment 
of the new, and for the proposed financial arrangements 
concerning the public debt, was passed through both 
Houses of Parliameni as soon as the Newfoundland Legis- 
lature bad itself accepted the proposals and petitioned the 
King. 

Under the new constitution the British Government is 
generally rea^nsiblc for the finances of the Island. The 
Royal Commission had made it plain that even a reformed 



•j wft MU -of goNiaaKilt awkl li^ t» mcxst^ 
in it* difficult wock if tlie burden of cooatiT** paUic 
cMitimtndnoBd. The first task of ^HoninGoveniBiea^ 
sms to adiieve tbis rednctitm. The plan adopted took ^ 
ferm of an offer to holders of the buft of the existing debt 
oi Newfoundland to exchange their secnrities fax a new. 
3 per cent. Newfonndland stock, redeenuble at latest in 
1963 at par, and foUf guaranteed as to principal, interest 
and sinking fund hj the United Kingdom Treasurjr. Thus 
although ^e new rate of interest was subsuntiallj bebw 
that borne by the old securities — most of which were at 
5 per cent, or more — the capital value of the new stock 
was designed to represent approximately the equivalent 
of the principal surrendered. Legislation passed by New- 
foundland provided that no interest should be paid or 
accrue on securities not exchanged into new stock (other 
than those securities which had trustee status in the 
United Kingdom) so long as Newfoundland was under any 
liability in respect of advances made by the United 
Kingdom. The trustee securities, in so far as holders 
preferred to retain them instead of converting them into 
the new guaranteed stock, were given specific priority over 
all other Newfoundland obligations, including the guaran- 
teed stock. Arrangements were also made to pay off a 
few loans affected by special considerations. 

As a result of the whole series of transactions Newfound- 
land should be left with a debt consisting of some 
£17,000,000 to £17,^00,000 of 3 per cent, guaranteed stock 
and about £1,000,000 of trustee securities (less such 
amount as may be exchanged for guaranteed stock). It is 
calculated that this will afford a relief of about ,(^350,000 
(or $1,750,000) per annum to her annual interest burden, 
subject to the commencement of a sinking fund of 1 per 
cent, on the guaranteed stock not later than July I, 1938. 
In so far as the revenues of the Island are insufficient, during 
the period of government by Commission, to meet the 
expenses of administration, including the service of the 
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cMm, a vote oi Parliament wifl be needed t» good Hm 
defidencf. 

Thns an astonishing change in the status and govern- 
meat of Newfoundland has been accomplished. Smdi 
drastic measures were bound to have thdr critics. Some 
urged that the Governments were only interested in pro- 
tecting the bond-holders, and that the Dominion should 
have been left to default. But the Governments shared 
the view of the Commissioners not only that default would 
be a serious blow to British credit generally, but also that 
the severest sufferers from this policy and its inevitable 
consequences would be the Newfonn^and fishermen and 
their dependants. It was mainly in their interest that 
default was avoided. Other critics were nervous lest this 
should be taken as a precedent for other Dominions’ coming 
to the United Kingdom for help if and when they got into 
serious financial difficulties. But Government spokesmen 
in the House of Commons made it clear that this was not 
to be regarded as a precedent, pointing out that a condition 
of their coming to the aid of Newfoundland had been that 
self-government in the Island should cease. Other sceptics 
asked what positive benefit the people of Newfoundland 
were to get from the new system of government. Anyone 
who studies carefully the Royal Commission’s analysis of 
the present .situation and their suggestions for promoting 
economic rehabilitation and development in many direc- 
tions-in the fisheries and agriculture and elsewhere— and 
for political reforms, such as the development of a proper - 
avil service, will recognise that if the new government can 
carry through this “long-range programme of recon- 
struction ” the people will gain much. It is with that 
object that the Englishmen and Newfoundlanders who are 
partners in this Commission of Government are entering 
Oft their work. Time alone will show whether they will 


Per^^ the shrewdest criticism crinel'from those who 
argued that though the people of the Island now felt favour- 





ta wii aAi ' tlae new widenAmik gomiuii^ 
fiddle |wnige d£ thne tlidr irdoiur n{g^ cod, uidfu 


TtnoM Kuou thejinigltt regret and reseat tKeirlessaf sdf- 
gamamua. Whra tliat happened the new sTitem wodd 
fae{h<^. : Would It not be a <gdod idea, it im isb^ 
to ii^ade in the new constitution from its earl7 da^s some 
form of j^ularty dected assembly, with timhed porwtts, 
wluch should enable public opinion to express itself I 
One of the conditions, however, that Lord Amnlree and 
his ccileagues felt most strongly to be essential, if dis 
oooatry was to have a chance of getting on its feet agaui 
was a cessation of party pditics for a period. It is true^ 
on the other hand, that the new Government must keep 
closely in touch with public opinion. Therefore the 
authorities who selected the small and able team of men 
who are to conduct the government chose them for their 
political as well as their administrative gifts. In this con* 
nection it is of great importance that three of them are 
political leaders in Newfoundland. The vdiole experiment 
is to be a work of co-operation between Newfoundland and 
Great Britain ; and the ultimate objective Is to re-establish 
in the Island conditions that will enable it one day again 
to enjoy the status and rights of a Dominion. 
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AN AUSTRALIAN ECONOMIST 
LOOKS AT THE UNITED STATES 


I T >< related that a motorist once enquired of a traTcller 
the way to Cincinnati. The traveller, in obvious 
dosbt, suggested first the road to the left, then the road 
to the right. Finally he snapped out at the bewildered 
motorist, “ Your question is absurd. If I were going to 
Cmcinnati, I vronldn’t start from here at all.” The writer 
has every sympathy with the traveller at the White 
House, who is now showing 125,000,000 motorists the 
way to the Cincinnati of 1926 prosperity. Whether they 
find it reasonably soon will depend upon his ability to 
direct cars of widely varying size and capacity along the right 
road and in the right proportions. It is a task of far 
greater complexity than any traveller has ever essayed 
before, and its successful completion is a matter of great 
moment not only to the 125,000,000 motorists in the 
United States, but to motorists all over the world. 

In the welter of economic experiment that gives its 
substance to this directing process in the United States 
wc may recognise five main roads. There is the monetary 
road the surface of which is being made sufficiently soft 
to absorb the shocks that motorists with creaking auto- 
mobiles and im^ired strength can no longer endure on the 
hrj ro-d, o( old tin,.,. Thor. U ,ht public works rosd, 
runninj^rslld lo the moneutp road, but capable of taking 
^ Itght traffic, because its bridges are weak aj 
oBa bed on the old sundard still sorrive. Also cloaelr 

wtU tb . new^dtS 

.» »gnpo.t the strange dewce, -nris wap to 



viMMAt m » tfat nM>d>il« ^Mtik 

^EatinmA dchtoct tnvi^->« mixed comp^ d fentan, 
ktitti^owBeny amn^gagors of aQ ktmh and oven baidma. 
For tlm mo ment thqr akim orer the smooth sttrfKie, a 
di^^^itfai c on tr a st to the pot-holes of thdr teceM experi- 
ence. llese three roads apparently go direct to the goal* 
but no one yet knows vriiether th^ are really parallei and 
dierefbre destined to meet onfy at infinity, or whether they 
converge at a reasonable distance. Two other roa<b take a 
more drcnitons route, but the motorists career along them 
with enthusiasm. Their respective signposts bear the 
letters N.R.A. and A.A.A. — signs wdiich, at first sight, 
look familiar to the motorist, though they are really quite 
new. The first road leads to the National Recovery 
Administration, and the second to the Agricultural Adjust 
ment Administration. The first starts off at right angles 
to the three roads already mentioned, and the second at an 
angle of 45 degrees. No one in the United States has 
traversed the full length of either road, and it is as yet by 
no means certain that either of them will ultimately reach 
Cinciimati. If they do not, the directing traveller may tell 
you that he has experienced two difficulties with these two 
roads. First, he had no choice as to the starting point, and, 
second, he is by no means certain whether Cincinnati or 
some more distant and quite new city is the goal. 


I. The President’s Task 

A t this stage we may drop a somewhat clumsy analogy. 

President Roosevelt has in nine months improvised 
a policy and an administration that would do credit to any 
war Government. In his inaugural address he spoke with 
unexpected frankness : ** This nation asks for action, and 
action now.” Again, “ I assume unhesitating^ the leader- 
ship of this great army of our people, dedicated to a dia- 
dpUaed attack upon our common problems.” His most 
02 271 



An Auitraliab Ecobomist Looks at the U.S. ^ 


letter oppooentt concede that he has at least lived np :tO 
hit words. He has directed a most vigoroos attach oa 
the five boots indicated above— monetary ease, pohfo; 
woilo, relief of debtors, ordered Indostrial relations, and 
agricttltnral adjustment. He has closed the ranks <rf the 
nation in support of this attack. Hiough the news bom 
all the fronts is not uniformly good, there is little loss of 
morale behind the lines, and no sign of ennui in the trenches. 
There has never before in history been an economic cam- 
paign comparable in magnitude or in complexity. In 
Australia we had a task of bewildering difficulty, but we 
started earlier, we had institutions that had already proved 
their strength, and our economy was much less complex. 
Moreover, wc had a plan, whose component parts fitted 
nicely into the whole, and we were not unduly embarrassed 
by attachment to standards of prices and incomes belonging 
to the era of prosperity. 


l*hc President and his advisers have been improvising a 
plan ; they took up the task at a moment of actual, and not 
prospective, financial and economic collapse; they have 
been forced to establish new and untried institutions ; and 
they arc still embarrassed by the doctrine that the standards 
of the era of prosperity are inviolate. There are yet other 
diffcrcnccs-social and political-that make their task for- 
midable. The population is heterogeneous; the con- 
stiturion prevents complete freedom of action with regard 
to contracts ; there is a conflict between long and short 
pen^ policy ; and there arc wide differences of opinion 
in the so-cal ed “ brains trust ” itself. FinaDy, a tradition 
of inffinduahsm and a gross exaggeration of the possible 
ot govcrnmtrt control nod maMgcmcn, l«d to 
^inui o( mesoro, that would be taken as a matter o( 

interest to the political scientist than to the Political 

rtT’th':: 

^ . X *" comparing the Australian 

xpenment with that now in progress in the United States. 



' Hie-. BMidmt^i. jf^tadc u -oumI^' .«! - coonM^ . tt 

«n Q H BB ife <d tep f« M ^ l^cmm 

«re HOC pcdb^ jet agreed npui among eooneiBlitta< 
ii» tympuma ate too dmooa to adoat oS-^Ay d&|Rti» 
^mdamentalfy, there are gross distortions in the price md 
income stmctnre, a cdlapse of investment and a tremendons 
overburden debt. Ilus k quite famifiar in these da^s, 
but the spectacle oi 125,000,000 people, occupying perhaps 
the most favoured area in the world, and employing a 
technique unexcelled by other nations, yet almost overcome 
by their financial and economic plight, is surety one of the 
most remarkable sights of all time. The splendid resiliency 
ai the country had lifted it out of many a hole in the past. 
Why not also to-day I The hole is larger, it appeared more 
suddenly, and it is by no means clear that the economy has 
its old-time buoyancy. A faU of prices of the order of 
50 per cent, in four years is something new. We had it in 
Australia, but we cut short its debilitating effects by swift 
if unorthodox action. The United States, with heavier 
responsibilities as an international creditor, was anchored 
to gold, and was denied the freedom of action required in 
the circumstances. She was also effectively tied to tradi- 
tional ideas in banking and finance until March 4, 1933. 
Always hoping that prosperity was just round the corner. 
President Hoover and his advisers failed to realise that an 
enormous dead-weight of debt and a distorted price struc- 
ture destroyed completely all possibility of new investment, 
which is the invariable source of recovery. It is by no 
means certain that President Roosevelt and his advisers 
recognise the importance of investment, but they at least 
understand the need for the liquidity of existing debt as a 
preliminary to the restoration of investment. They are 
not content to allow so-called natural forces to solve the 
problem in time, because they instinctively feel that this 
solution involves needless delay, much distress, and pro- 
tracted financial disorder. 

Consider the facts. National income fell from 85 
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biSiM dflUan in 1929 to 40 billions «t of 

Rxed interest-bearing <l^t was estamated ,«t 
15s Inllums in 1929, and it was still 134 billions at tbn end 
of 1952. No doubt some adjustments of interest bad 
been made and many debtors were not paying interest^ fant 
the outstanding fact was that iized debt had frilea by 
15 per cent., while national income had fallen by over 50 per 
cent. This was symptomatic of the national difficulties. 
Variable prices and costs had been cut in half, fixed charges 
had fallen but little. Every cost, in its reverse aspect, 
represents income to somebody, and there was consequently 
s gross inequality in the effects of the depression upon the 
several groups of incomes. These inequalities aggravated 
the depression because they left the debtor classes as a whole 
with a hopeless task of falling prices and increasing real 
costs. The creditors were impotent because they suspended 
thrir constructive function of making new investments. 
This was perhaps the real substance of the President’s 
inaugural declaration— “ Yes, the money changers have 
fled from their high scats in the temple of our civilisation.” 
A deplorable and devastating credit deflation was in progress. 
It was the old-time scramble for liquidity, and it could end 
in only one way — financial malaise. 


II. Ordered Inflation 

T he President could choose one of two courses—. 

ordered deflation or ordered inflation (reflation as 
some people prefer to call it). He chose the latter. He 
has been severely criticised, as was Australia in loao, for 
not preferring deflation, but his critics rarely stop to think 
of the overwhelming difficulties of that course. A whole- 
reduction of debt., including bunt deporiB, in.ur«>cu 
H cieu. end pubhe deb., of ,he order of 40 per cent, would 
logiall,- rhe hr.r step in deflation. Can we tunett with 
an, ^gree of confidence that the Prewdent could hne 
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MiMtMw Mttitatiitiaiul nd piydkblaigicd 4ribiti8lM'/ 
A^i H ^ laid» cn we ignore tike bhWflM idMt «PB^ 
endondlforfem r If dd ii tion wm to beewried ontwiik 
oouuteocj and rigoiu, the debt rednctknu •honld lutw keen 
■ceoBafnried fay an ali*roiiiid cot in i]icome»~<« nteunure 
widdi tke coontiy had no meaaa nkatever of enfoiehtgi 
Fttfaap* ^ Prendent coold have tempered deflation with 
some jostice hy providing machinery far debt adjustment, 
but he had no faith in deflation as a way out. Australian 
experience suggests that on the whole he was right. We 
d^ted on a comprehensive and limited scale. The 
President inherited a situation in vduch partial and un- 
limited deflation had wrought havoc. He decided to 
reverse the swing of the pendulum. 

His emergency banking measures do not call for comment 
here. We are concerned with his attack on the five fronts 
already mentioned. Let us consider the salient points 
in this attack. 

1. Monetary Policy 

It is probably correct to say that the President drove 
the United States off gold as part of his plan. Be that as 
it may, the refusal in April to issue licences for the expenrt 
of gold was followed by a depreciation of the dollar, and by 
the granting of specific power to the President to devalue 
the dollar down to a minimum of 50 per cent. In October, 
when the dollar was growing stronger and recovery was 
flagging, the gold buying programme was started. This 
was followed by legisbtion in January setting devaluation 
limits of 60 per cent, to 50 per cent, of the old gold 
content of the dollar, establishing a $2,000 million fund to 
ctmtrol the exchanges, and appropriating the gold reserves 
and the profit thereon for the Treasury. By his declaration 
of January 31, fixing the price of gold at $35 an ounce, and 
purchasing all gold offered in New York, the President 
completed his plan for effectively depreciating the dollar 
by approximately 40 per cent. The effects of this declara* 
don upon international currency conditions will be 
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diifnwffd litef. The Praideot set out to d^meiMiriiiie 
ddler, end he has succeeded. It is significant that he Is 
given the ri ght to use the equalisation fund to strengtlam 
the b<Mid nufket, if necessaij. Much has been nude of the 
consequences of a weak bond nurket, and the Prend^t has 
apparently been disturbed by the criticism. He may fed 
nxwe secuK with this new weapon at his disposal, but it 
is by no means certain that it is effective or that it is his 
onty weapon. 

a. Public Works 


Under the National Industrial Recovery Act of June 26, 
1933, a sum of $3,300 million was appropriated for public 
works. Later the Public Works Administration (P.W.A.) 
was created. Since all provisions for self-liquidating 
projects under the supervision of the Reconstruction 
Finance Corporation (R.F.C.) had been eliminated in the 
new legislation, it was expected that expenditure would 
proceed rapidly. The expectation was unreasonable. To 
plan a large programme of public works requires time, 
and only a small sum had been expended by the end of 
* 933 ' the P.W.A. had been very busy preparing 
plans and letting contracts. Meanwhile the President 
had c!«abli.shcd the Civil Works Admini.stration (C.W.A.) 
with an appropriation of $400 million for special winter 
relief for four million people. Rates of pay in excess of 
the ruling competitive rates were granted on these relief 
wrb. lliis IS one of many outcroppings in the recovery 
p an of the doubtful doctrine that old standards of the era ' 
of prospenty can be revived. The C.W.A. is continued 
under a fresh appropriation in the 1934-35 budget. How 
much It will .spend thi.s year is not clear, but a reasonable 
Wimate places It at from $,,000 million to |i,2oo milKon. 
llus also IS the probable expenditure of the P.W.A in 
the current year.* The C.W.A. is undoubtedly a form of 

'V* 
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^ f H i i i it. . ’ ■ di l l »' i«pM i dHi i i i tT , Haw in^ 

1^01 adirW* MiiaOMi iacone it ti ia^MWsible^to 
little tttntiaa litt been givea m the United Stadsn to tbe 
" ggnltildier ” ; is, to the ratio of the final inczeaae 

at aitioiud inoame to any direct addition by way olctjntil 
e^miditare. At ita maximum rate of expenditure die 
P.WA. will be empIoTing directly some 750,000 men, 
so that fmr the present the total works programme accounts 
fmr 4,750,000 men. The indirect increase in employment 
from the P.W.A. will be considerable because there is a 
much greater demand for materials than in the C.WA. 
It would be not unreasonable to assume another 750,000 
new employees in accessory industries. The total of the 
C.W.A. and the P.W.A. direct and indirect employment 
caimot be less than 6,000,000 when the two are running 
at their maximum rate of expenditure. 

, We must note in addition the Civilian Conservation 
Corps (C.C.C.) with over 1,400 camps and about 325,000 
men engaged at $30 per month, plus sustenance, to work 
on the national forests. The C.C.C. has an appropriation 
of I300 million for 1934-35, and offers a special form of 
relief to war veterans at economical rates. 

The funds for the P.W.A., the C.W.A. and the C.C.C. 
come from the R.F.C., that giver of all good things, whose 
multifarious activities, started under Hoover, have been 
greatly increased under Roosevelt. In the days of the 
Hoover Administration the R.F.C. passed all projects for 
“ self-liquidating ” public works, but this saving clause 
was elimiiuted in the National Industrial Recovery Act, 
from which the P.W.A. derives its authority. 

3. Liquidation of Debt 

Very important measures have been taken to deal with 
the debt problem. We may discuss them under the two 
headings of bank liabilities and mortgages. The banking 
problem perforce engaged the early attention of tlm Presi- 
dent. The R.F.C. had been established by President 

*77 



An Aiiimliui Eoeiii>0tt^ Ldoki at the U.A 

Hemw oa Fdbmrjr t, 1932, ptc^ in «dcr to p w wi d e 
fcidtolMnla. DiiMloanswminaifel^ittoivelkhujES. 
Hff December 3i» 1932, h had lent $850 miUka to $,582 
When thia fact became known to the 00101117 in 
the iLF.C.’a qtMiterty report in Jannary 1933 the inhima> 
tioo waa, aa Mesan. Beard and Smith remarked in their 


admirable atad/* of the New Deal, almoat unbefierable.’' 
Under President Rooaerelt the R.F.C. pnrchaaes preferred 
atocka or capital notes of the banks. In the case of non- 
member banka these purchases are conditional upon ade- 
quate inspection by the R.F.C. Up to the end of 1933 
no less than $800 million f>f preferred stock or capital 
notes had been so purchased, and in the 1934-35 budget 
pixmBion is made for the purchase of another 8400 million. 
This is a much more satisfactory form of assistance than 
direct loans, ft increases the control of the R.F.C. over 
the whole banking system, and strengthens bank capital, 
which is the ultimate safeguard for the depositor. On 
the other hand it adds to the responsibilities of the govern- 
ment, but with a banking system like that of the United 
States this steady encroachment of government is inevitable. 

Under the Federal Deposit Insurance Corporation 
(F.D.IiC.), plans have now been made for liquidating the 
deposits of closed banks and insuring deposits in all member 
banks of the Federal Reserve system, and in such non- 
member banks as desire to enter the insurance scheme 
and can meet the conditions laid down by the F.D.I.C. 
For the moment, these two measures — purchase of pre- 
ferred stock and deposit insurance— have, as one authority 
remarked, pUced the banks in » good shape » for meeting 
111 demands upon them . 

N«l in order o( iin[>ort.n« in the U^uidation ol debt 

JVMr'*-?!”"™ Adndni.tr.tion 

lius new admimstration co-ordinates all the 
federal agencjcs dealing with farm credit. Among the 

• Ohwlei E. Buni duJ G. H. E. Smith : fi, Ftutt m m. 

New York), 19,3. Macmillan 



amr hm credit policy aow bw p«t into 

(i|wntiaBi»||f fu die ouNt impwtuit it the e^fiupKaiv of 
■MX^gagM end fun debt. The F^CA. i* enpcarered to 
bomur fiiooo nuUion for this purpoee in bou^ at 4 per 
cutt. Tbese bonds are now guaranteed as regarda both 
principal and interest by the Federal GoTerament. Similar 
noeaanzes are being taken for urban mortgages through 
the Home-Owners I.oan Corporation (H.O.L.C)» which 
is also empowered to borrow $2,000 million in 4 per ceoU 
bonds guaranteed as to interest by the Govemnient.* 

Mr. Rooserelt is apparently a firm believer in Walter 
fiagehot’s maxim that a crisis denunds an expansion and 
not a contraction of credit. Above all, it demands liquidity 
in the debt structure. By strengthening the banks and 
by assisting distressed debtors, the Government is making 
an important contribution towards this task of liquidating 
debt. 

4. Industry under N.R.A. 

Three reasons may be given for the early emphasis upon 
codes of fair competition organised under the N.R.A. 
First, competitive conditions during the depression raised 
once more the problem of child labour and the sweat 
shop in an acute form. Prices were ruinously low for 
businesses with substantial over-head costs, and the small 
man defended himself by imposing severe exactions upon 
his workmen. Second, while the anti-trust laws prevented 
open agreements between businesses, there was need 
for some “ cartelisation ” to protect the industrial structure 
from competitive deflation. Third, belief persisted in 
the doctrines of higher spending power as an aid to 
recovery and in reduced hours of work as a cure for 
unemployment. 

In the propaganda for the codes the last reason was by 
far the most powerful, but it may be doubted whether 
employers as a whole did not attach much more imporunre 

* It is suggested that the bonds of the H.O.L.C. might slao be goMenteed 

MttfiiKipd. 
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totheilMifidMcoiuireMOiM. Nevertheles*, the doctri»e 
of Impending power has gretto’ vogue in the United States 
♦haw in *1^ other country, and it has received very fitde 
ditkal attentioo from the eronomists. In Australia 
this doctrine was rejected by the Commonwealth Arbitra- 
tion Court, to some extent on the evidence of economista. 
It wss held that costs in industry should be reduced in order 
to h'ghten the costs of the export producer and to increase 
his real spending power. In this way the demand for 
industrial produas, and for labour in industry would 
expand. In the United States, on the other hand, the 
President’s “ blanket code ” r»f June 19, 1933, raised the 
supply price of labour and increased the prices of secondary 
products, especially of retail goods. It has done nothing 
to ease the position of the farmer and export producer or 
to restore investment. Yet from these two sources will 
spring the expansion in real spending power that will 
ultimately bring recovery. The doctrine of spending 
power is another outcrop of the faith in the old sundards 
of living as the rightful inheritance of every citizen. These 
standards may once again be realised if export production 
can be restored, if agriculture can attain its old position 
in relation to the rest of the country’s economy, and if 
public and private investment can reach their former 
volume. A lowering of individual standards in industry 
may well be necessary to attain these objectives swiftly. 

5. Agricultural Adjustments 

Fhe A.A.A. is perhaps the most revolutionary of all 
the rwovery organisations. It involves for the time being 
a rigid control over the production rather than over the 
marketing of the leading agricultural products of the United 
States— cotton, wheat, hogs and corn. Like N.R.A., 
it is concerned more with long period adjustment than with 
problems of immediate recoveiy, but unlike N.R.A, its 
driving force is derived from the need for special atiion 
to give the farmer relief from the burdens of depression, 
ago 



^ r:/v 

Agnedbom 1«» laiif saflcnd from the ndvctkm in thie 
cuqpoct denwild lor Aateficw ftnn products, sad the shift 
of intonsl denund caused chsn^ in diet. Aoooniiqg 
to idm eiuiua] jreport oi tlie Secietaif of Agricnlciin^ tfaa 
ze^BCtion of output to meet maiheting requizements ** ii 
admittedly a temporazy method of deaHng \ritJi an eme^ 
geoey.** The contraction in demand throng interna] 
defwession and interruptions in internatiozul trade is tc 
be met by a swift contraction of output, but the methodi 
adopted are not satisfactory as a long-term solution of the 
problem. The A.A.A. aims at restoring the real purchasing 
power of the farmers to its level in the base-period, August 
1909 — ^July, 1914. Its weapons are (a) voluntary cuts it 
output, (b) the purchase of surpluses for emergency 
relief expenditure, and (c) marketing agreements. 

The first method is by far the most important and is now 
being applied to wheat, cotton, corn and hogs. For the crop 
year 1932-33, the cotton acreage was reduced from nearly 
41 million to 31 million acres. This year it is proposed tc 
reduce the acreage still further to 25 million acres, s 
reduction of 40 per cent. With wheat the reduction is tc 
be 15 per cent., in accordance with the terms of the inter- 
national wheat agreement. Corn acreage is to be reduced 
by 20 per cent., and the production of hogs by 25 per cent 
l^ese plans involve the withdrawal from production o: 
from 40 to 45 million acres. Over a long period the reduc- 
tion required to bring farm production within the limits o: 
present denund is semi-ofiicially estimated at 50 millior 
acres, but the distribution of acreage restriction wil 
differ substantially from this emergency programme 
Cotton is not considered to have a large permanent surplus 
whereas wl^t restriction nuy have to go further thu il 
does in the present plan. Other goods, notably dairy 
products, may have to be brought into the restrictioi 
scheme, but these are largely long-term planning project! 
and do not concern us here. 

Fanners are paid to restrict their production. Undei 
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the fara allMment pUn, payments are made 
the acreage abandoned, after the farmer has i^giuid a 
oontract agreeing to specific restrictions. Fends are 
raised by processing taxes,* and for the current year it ia 
estimat^ that the total disbursements will amount to not 
leas than I650 million, of which cotton will account for 
$150 million, wheat $130 million, com and hogs $350 
milfioD, and less important crops like tobacco at least 
$ao million. The taxes arc, as the Secretary of Agriculture 
remarks in his annual report, passed on to consumers and 
enter into the costs of living and ultimately into the costs 
of industry, but they increase the farmer's income directly 
more than they increase costs, and their indirect effects 


in raising farm price* through restriction of output also 
give additional benefits to the farmer. With farm pro- 
ducts for which demand and supply arc fairly inelastic, 
resiriction of acreage is considered to be an effective instru- 
ment for raising prices and farm incomes. This is a sound 
point, but it docs not establish the case for agricultural 
mtricrion as a valuable aid to general economic recovery. 
Farm income for 1933 is estimated by the Secretary of 
A^culture at $6,400 million, as compared with $5,143 
million for 1931 and $6,91 1 million for 1931. The increase 
IS substantial and encouraging, but no one can say how far 
It was due respectively to dollar depreciation, to recovery 
in the volume of employment, to agricultural restriction 
or to expansion of credit. 


.h. KCA., myolve by l„ ,h, 
gmernment control over agriculture in the history of the 
United States, ,f not in the histoiy of all countries that have 
The authors of The 
W Cmrs nghtJy conclude that “the Government 
procedures of the 

industry, from the highest national groupings to the smallest 
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I0a8tmfim thtingbit di> had, 18 to ffldwintoki huxfa 
■I wia tit B' 4«MEtd[ «nr omj act «f prod a cdoB» |iroc i i^^ 
lianwitwfitigg and audb^i]^ of pnctka&f all agricakawl 
and aaooctated commodities.** Tliia is mtoe tbsa a 
neomet y {daa. It is aa ei^>eriment in a planned eobnodif 
the £ate of tivludt may have important consequences for 
old and new countries alike. 

The e me r ge n cy programme for public works and debt 
liquidatkm involves an expenditure on capital account 
estimated at $6,000 million for the currmt year. ThU 
suggests an extravagant fiscal policy, and is in striking 
contrast to the earlier budget policy of the President. He 
cut wages of federal employees by 15 per cent, in 1933 and 
substantially reduced the veterans’ bonus. “ Too often 
in recent history,** he remarked in his budget message to 
Congress, “ liberal governments have been wrecked on rocis 
of loose fiscal policy.” In his latest budget message, that 
of January 4, 1934, he planned for a deficit of $7,000 million 
in 1934, and of $2,000 million in 1935. “ We should plan,” 
remarked the message, “ to have a definitely balanced budget 
for the third year of recovery, and from that time on seek 
a continuing reduction of the national debt.” The public 
debt of the United States fell from $26,600 million in 1919 
to $i6,8<X) million in 193 1. On Mr. Roosevelt’s programme 
it will grow from $24,(xx> million on June 30, 1933, to 
$$2,000 million on June 30, igsS' 

Is such a rapid increase in the debt prudent in the 
circumstances I Certain facts have to be borne in mind in 
answering this question. First, the increase in the debt 
is an integral part of the President’s recovery programme. 
It is thus open to him to argue that, if his recovery measures 
succeed, national income ivill rise and provide the funds 
from which the increased annual debt charge of approxi- 
mately $230 million will be met. National income was 
$85,000 million in 1928. It fell to $40,000 million in the 
low pmnt of the depression early in 1933, and has recovered 
substantially since. If the President restores a level of 
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prices • memire of economic activity that 
income of i6$,ooo million, lie may wrB 
that he hat not expand^ the debt beyond the capacity 
the oonntiy to pay. ^ 

In the tectmd place, he may point to the fact thrt iub 
onergeocy pubUc works and rdief expenditure, are, tor the 
time being, supplanting the expenditures that normally were 
undertaken by Sutes and municipalities. If they resume 
their borrowing activities, the Federal Government can 
automatically withdraw from the field of public works. 
Finally, a substantial part of the emergency programme is 
for purchasing bank preferred stock, and re-financing 
mortgages. With moderate recovery, the assets should 
provide a large percentage of the debt charge on this 
part of the public debt created by the recovery programme. 

It is perhaps relevant to draw on Australian experience. 
With a moderate recovery of national income in 1932 and 
1933, the Commonwealth budget showed a substantial 
surplus, and taxation to the amount of £$.$ million was 
remitted, while a restoration of expenditure to the extent 
of nearly million was possible. It is true that the 
State budgets were out of balance by an amount slightly 
below the annual contribution to the sinking funds. But the 
crisis policy of Australia produced a floating debt of £So 
million, the interest on which has to be met out of the 
normal budget expenditure. On the wealth and population 
standard of the United States, this j^8o million would be 
equivalent to between $7,000 million and $8, 000 million,^ 
Viewed in this light the President’s emergency expenditures 
are not to alarming as they seem at first sight. 


III. Criticisms and RzFLacrioNs 

T he immediate problem of financing the emergency 
expenditure has raised considerable doubts as to the 
ultimate success of the programme itself. With a fluctuat- 
ing currency and a large budget deficit, the bond market 
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jpnirtwn «»e<rfiaw>e« of 5| percent., 
tlMiiMMrat^ntestren l^ In these dwaHWUaeM lii 
lynddent OQ«ld iKit oonteo^te long^eiu i] 

kM tberefoR be«n Ibrced to resort to «n increase in tl 
floedttg delyt as dte inindpal method for financing 
programme. The sitaatioii has, hxmever, been altered b 
hb more recent ezdumge policy, ndiich brought about 
reduction of the New York ** bade rate,” and by the increat 
ing confidence of investors in the United Statre that kmf 
t«TO rates of interest vrill fall. He now has power t 
increase the suppty of funds on the market, and thus t 
force down interest rates. 

Here again the experience of Australia in a much mor 
limited field is reassuring, and seems likely to repeat itsd 
in the United States. Unfortunately there does not seei 
to be sufficient attention given in the United States to th 
joint problems of lower interest rates and increased privat 
investment. It now seems certain that a substantial fa] 
in long-term interest rates is under way, but the questio: 
of new investment is by no means resolved. Apart froi 
the normal lag in the recovery of investment, there is th 
special influence of the new Securities Act. Like othe 
parts of the President's programme, this Act is to a larg 
extent a much needed long-term reconstruction measure 
New issues of securities amounted to $ 10,000 million i 
1929. They fell to $644 million in 1932, and to $39 
million for the first eight months of 1933. This demon 
strates the importance of securing a recovery in investment 
While under^vniters are uncertain as to their liabilitie 
under the Securities Act, the latter may well be 
deterrent to a revival of the new capital market. 

There is another part of the President’s pr<^amme tha 
is rightly considered to have impeded recovery. Critic 
have perhaps devoted too much attention to the effects o 
N.ILA. in raising costs. They are, however, drawin| 
attention to a fundamental issue involved in any plan fa 
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pwMBtiiig leeofwj from « serio^ ^ 

di« lie ei^ect oJ rec<nr«7 meMores must be to pnc 

b«t c«e fhoold be taken to specify the particular pri 
that ft is desired to raise. These are the prices ol i 
mostfy primary producto. In a depression th 
prices fall much nK»e seriously than other prices, and i 
iBsparity between primary and secondary prices is one 
the most important problems to be solved by the sponson 
a recovery plan. Unfortunately, in the ballyhoo ” t] 
was started by General Johnson in support of N.R.A., a 
to some extent encouraged by the President himst 
indiscriminate arguments abi>ut price-raising were employ 
The result was a rise in the wrong price level. For ezamj 
an index of department store sales showed that selli 
prices rose from 69*6 in March, 1933, to 88 on Decembe 
in the same year. Though dollar sales were up in Dece 
her, 1933, compared with December, 1932, the sa 
adjusted for price changes (that is to say, the estimat 
volume) were down from 83 to 77. Again, we may qu( 
the experience of farmers, who found their prices raised 
36 per cent, between March and December, 1933, wh 
the prices of the products they purchase had gone up 
18 per cent. The recovery plan had thus not contribut 
very greatly to removing the disparity between their ca 
and prices. This emphasis on the wrong price level v 
indeed a good example of too much devotion to the falla 
that recovery can be secured by raising the incomes of t 
people in work rather than by adding new people to industi 
It is from the new employment offered that the expansi 
of spending power will come. As spending power increat 
from this cause, the price of raw materials will rise witho 
any great increase in the price of secondary commoditi( 
It was an integral part of the Australian recovery plan 
doae the gap between primary and secondary prices in tl 
way. 

The policy of raiaing internal prices could not fail 
interact with the external value of the dollar. The Pr« 





Ett«difraiioii^« 


fftvtnngcmeBdM^ theoovatriet thst beo(»M tbe 
to^r dww Amds auf i*dl oompliiiL that thflf mffer frooi 
HI OBthunnnmt df ridua. Hie nee for sets ia 

notfoa atiafig deftatkHurjr forces. The effort to SM i n ti ia 
coBvertibiIii7 into gold degtrojt all dunce of a constractiye 
credit pdky. In driving tke United Sutes off gold, the 
Ptesident opened the door for an enlightened credit pdfof . 
He also raised his raw material prices considerabty and 
swiftly. An index of the prit^ cd twelve “ intematioiul 
commodities ” (wheat, cotton, tobacco, cocoa, coffee, tea, 
lard, silk, copper, tin, mbber and raw sugar) showed a rise 
from ICO on February 28, 1933, to 152 on January 2, 1934. 
Its high point was reached at 188 on July 18. This rise 
largely reflects the depreciation of the dollar. It is often 
argued that depreciation cannot be effective in the United 
States because the proportion of domestic commerce to 
foreign commerce is so great. There is certainly a vast 
diflkrence between the situation in the United States and 
that in Australia, where export production is to a large 
extent the controlling factor in the internal economy. 
But the argument is not condusive for the following 
reasons : — 


I. The rue in the prices of ezporublc foodstnfib and raw nuterials 
gives relief where it is most needed. 

X. The rise in the prices of imported goods does not raise real 
oostt to the farmer or prodnceri generally, because all costs (fo not 
rise p ro portionately. 

3. D^ching the anchor from gold leaves the banks free to chart a 
course that avoids further deflation and stimulates enterprise. 

4. Ultimate sulnliution takes place at a higher level than is 
otherwise possible. 

For these reasons the President’s gold policy may be 
crnmnaidcd. His task is mainly an internal one. He has 
to resmre enterprise without the tedious business of a 
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nhdeule writing down of debts. The c o maw dl q r ^kfllr 
ii his main sedation. For the moment tiib meaas'»4Qflnr 
worth rnneh lest in gedd than the old dollar, if the 
strength of the dollar is too great because the Ihofeed 
States is a creditor country, the logical coarse is to wedben 
the dollar. This can be ^ne by deliberate control of tise 
exchange rate $n gold and by inflation behind the nader- 
valoed dollar. Provided that the inflation u active and 
determined, the depreciation of the dollar can be success- 
folly maintained. This inflation is to be accomplished by 
(a) public works, (A) the re-financing of debt on better lines 
and (r) the expansion of bank reserves through the opera- 
tions of the exchange equalisation fund. But the inflation 
must be active. Half measures will not suffice. Apart 
from psychological or political fears, as we like to call rhi»m^ 
the President’s inflationary policy cannot injure the outside 
world. By cheapening the currency of the world’s greatest 
creditor and promoting internal prosperity he is, indeed, 
exercising a constructive influence. 

In a comparatively short period of twelve months the 
President has succeeded in depreciating the dollar to its new 
low level. If he wishes to make this depreciation effective 
in promoting internal recovery and in assuring recovery 
abroad, he must proceed with internal inflation to the 
point at which the dollar is no longer undervalued. At this 
point there is no competitive currency depreciation. The 
President indeed may well claim that he did not desire to 
have competitive currency depreciation. He was inter- 
ested in lowering the gold content of his currency. If this 
gave him an exchange rate that favoured United States 
exports compared with * 
would be open to the 
exchanges to a point at 
This, in fact, is what ha: 
price of gold in London 
its former parity with 
Great Britain and the 
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1 the exports of other countries, it 
other countries to move their own 
which the advantage was destroyed, 
i ^ppened to the pound. With the 
nsmg, and the pound standing near 
the dollar, the trade relations of 
United States return to oW 



Tb» fMtet «aidd» <d «mam^ hfm tviifeed>f» 
dlifi9cfitf0 jUi jkiB w niitfl lus ■pakBo^ pngntflusw Inm 
Iniib dfccthtt in niin^ prices, bm it time «> creste 
riM c^poaittioa necessaiy, and there wn an impatinat 
densaadi»ldMlhdtedStatesfbraJu^ierprice«lgoll He 
thereiore poxtasd the polky of depredatiiig the dolla r hi 
teiaa ci gold during the intoim period while he wai 
bafldiag np his spending organisation. The two parts of 
the programme may thus be considered to have gone hand 
in hand. They should lead to cheap money and to a 
recovery in investment, if other obsudes can be removed. 
&eat Britain has consistently pursued a policy of cheap 
mon^, and sterling has depreciated against gold to practi- 
cally the same extent as the dollar. But Great Britain has 
not embarked upon a heavy spending programme. If she 
did, there can be little doubt that British and American 
policy together would exercise a powerful influence in 
promoting trade recovery. 
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NORTHERN IRELAND AND 
PARTITION 


I. Thutun Yeam Ago 

T he Imperial Parliament’s attempt to solve tEe Irish 
problem in 1920* was a political experiment. In 
the south it failed, and now, at the end of thirteen to 
fourteen years, it is perhaps worth while to consider how 
far it has succeeded in the north. It had a good chance 
of success there, for the scheme had already been accepted 
by the Ulster Unionist party, who had an imposing majority 
in Northern Ireland. It was, for them, Home Rule with a 
difference. Complete autonomy was granted in all internal 
affairs, but there was reserved to the Imperial Government 
the imposition and the collection of customs, excise and 
income tax, and the control of the post office. Hence 
in these important respects Northern Ireland remained a 
part of the United Kingdom, and for this reason retained 
its representation in the Imperial House of Commons — 
a principal recommendation of the scheme to the Ulster 
Unionist stalwart. 

It was evident that the scheme was regarded as a tem- 
porary measure, and that it was hoped and expected by 
its authors that with time and opportunity North and 
Sooth would sink their differences and come together. 
The bridge was provided in the shape of a Coundl of Ireland, 
to be elected by the members of the northern and southern 
Ptrliamentt. Northern Ireland built her end, but the 
• Fm • <ktcT%tion ot ilw Oorcmacat ot IieUnd Act loso and of tbe 
ia wlikit it wu sdopted in Northern licland lad nkctc^ the test of 
ncoMBUp.ieeTn Roovb T«su,No.43,]aaei9ii,p.5o;. 

*90 



frill fi yrthrtiMt f if - 

If nrniriitwt Atedkrattampt«»fttnd<if«i«illMi 
tn» infill f Act dun impkneated lit Lf Tinf* 
*llt Indi Fmt States «• then eoBititttCed, confviaed lie 
‘nioie of lidaiid, bat Northern liehnd am ghrw the 
i%ht to opt itself oat, and it loet no time in doing ao. 
Staoe then the remoaal ol the boondaiy in Ireland has 
been, atone tune at least, the ei^tressed poliqrof dieBxidah 
Labour part 7 , and it is an open secret that the Free State 
embarked <m its economic war with Great Britain with 
the same end in view. It is therefore interesting to enquire 
whether there are any signs of change in the attitude of 
the Six Counties towards partition. 

If it was the opinion of e3q>erienced politicians in Great 
Britain that Northern Ireland would not long be able to 
maintain its status as an independent entity, that was 
also the hope of the Ulster Nationalists and the foreboding 
of many Ulster Unionists. Many circumstances combined 
to favour such a view. It was doubtful whether the area 
and population of the Six Counties vtrere suSficient to 
justify the establishment of all the machinery of parliament, 
of government and of a civil service, and whether the 
resources of a small and comparatively poor State would 
not be overtaxed in order to support them. There was 
in the area but one large dty, B^ast, inhabited by a full 
third of the entire population,* and there was therefore 
a natural fear that the new Government, when it became 
esublished there, would be so much under the influence 
of the metropolis that its policy would be in the main 
dictated by the dty, to the neglect of the interests of the 
rest of the province. 

There were other considerationB. It was evident not 
onfy that the British Cabinet would sooner or later grant 
Ifome Rule to Southern Ireland, but also that if the 
grant was to be acceptable it must include the fiscal auto- 

* The popnktioa of Notthen licluid » ^ves in Oie 1916 CensM m 
that of BdfHt as 415^607. 
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aeoif Med to the NordL tlie imegbi^ liae of ^ 
botadny ’wonld dwt become i real barrier, and tnde 
b etnt ea North aad Sooth woold be aerioualjr hampered. 
Thtt CTpfrtotvw waa toon to be realiaed. One of the firat 
•Cla of the Free State after tta eaubliahment waa to impoee 
a howf tariff OB moat of the common articles of conaomp" 
tkn, with the reaolt that the consignments of clothes, 
boots, groceries and tinned goods that were formerly 
acBt from Belfast and Londonderry to all parts of Ireland 
now no longer cross the border. A few firms had the 
foresight to establish branches in the Free State and have 
so been able to evade the restrictions, but speaking generally 
the distributing trade from the North to the South has 
gone. Further, the Free State, freed from the whole 
burden of war debt, was able to start its career with an 
income tax much lower than the British income tax paid 
by the Ulsterman. The anticipation, still more the 
realisation of these financial drawbacks of partition, caused 
many to prophesy tlut the hard-headed Northerner would 
soon reconsider his position in regard to the South. 

Eefurc these forecasts had materialised, however, there 
was further criticism. 7'hc new Parliament was in the 
main composed of inexperienced members, and the ab- 
stention of the Nationalists left the Government without 
the salutary check of a real Opposition. The members 
of the Cabinet were, with two exceptions, new to office 
and to the business of administration, and the untried 
team did not lack detractors, among both friends and foes. 

But whatever the Mr. Croakers might say or think, 
the new Government of Northern Ireland was based on 
two very solid foundations. One of them was the Unionist 
man in the street, who was prepared to take any risks 
and to tupport any Northern Government so long as it 
maintained the link with Great Britain, and so long as it 
stood between him and his lifelong bogey, a Home Rule 
Parliament in Dublin. The other was the Prime Minister, 
Lord Craigavon, as he now is, James Craig, as he then was 
* 9 * 
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m3 Mt - f a w Mi n d ••#<'•!■ 

|HMi«ii iIm 4i m d Uk a et at wuy mmAm at Ui ^pntjn 
Borne tlsak kia mrraa, hkMtomi, naedouafi 
Imt ao dae oottld dttif dut the pnsioD of litt wn IJktci^ 

•ad Ids p»id<mate Unioaum was tlie eac pr eaa i on of 
coatktioii duit viii<» with Great J^hain beat aerred 
the iaterests of hia native province. He had the gift 
of datr and onmiatakable speech, the ontcorae of eqnailp 
dear and onmiatakable prindjdes and condosioiia. 
dngimieas of purpose and his steady common sense gave 
him an authority over his followers that enabled him at 
once to restrain the hotheads and to encourage the faint- 
hearted. Many years at Westminster both on the Minis- 
terial benches and in Opposition had made him a master of 
parliamentary procedure and tactics, and his capacity 
as an administrator had been proved at the Admiralty and 
in the Ministry of Pensions. A Government and a Parlia- 
ment of novices could have had no better mentor. 

One might sum up the situation when the Northern 
Government began its task by saying that while the National- 
ist minority practically refused it recognition, the Unionist 
majority accepted it, though tvith some misgivings as to 
the outcome. Have the events of the succeeding years 
altered that situation ? 

II. Chances Since 1921 

T he most important change that has taken place 
politically has been the establishment of the Irish 
Free State. That event had been preceded by years of 
violence and disorder, the period known in the South as 
the Irish Civil War. The accounts of that campaign 
that the Northern Unionist read had not impressed him 
with any admiration for its heroes, and when the war was 
carried through the North and into Belfast in 1920-21 
his first-hand experience confirmed his opinion that Sinn 
Fdn miliuty tactics were merely another name for organised 
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■midn, H0 HM HOC picptnd to ooodoiie do actt chlwr 
of titt leaden or of desr «abordinatca» and ndna dnae 
kadaw were act tlie tad of governing the newfy formed 
Free State he awaited with stnnewhat grim expectancy 
their eaeay at the reatoratkm of order in the SootL Ht 
had 10 adWt and even to admire the coinage and reaolntion 
with which rebdlkma and torboknt factiona were anppreaaed, 
and peace and aettkd government were establiahed. In 
no kmg time he had to allow both initiative and ideaa to 
the rulers of the Free State, though he regarded some of 
their economic measures as unsound, and others as direct^ 
levelled against himself. He saw with pleasure that 
Protestants who held high office in the law and in the dvil 
aervtce had been confirmed in their appointments. But as 
year after year the Free State became more settled, he 
noted with some uneasiness that one high Protestant 
official after another waa retiring, and that the Protestant 
population of the South was dwindling rapidly. He did 
not like to see the Sinn Fein tricolour replace the tradi- 
tional green of Ireland. He failed to understand why the 
Soldiers’ Song ” should be the national anthem of a 


country with so many glorious melodies of its own. It 
offended his sense of the fitness of things that the King’s 
health was no longer the first toast at public functions. 
These were small things, but each of them meant a good 
d^ to him, and while he watched events in the South 
with interest he was not attracted. When Mr. de Valera 
came into power he was frankly puzzled. He had seen 
the Iriah Free State obtain a measure of autonomy that 
^ttld have more than satisfied every Home Rule leader 
for the past century. He had seen an Irish Govern- 
ment set up wthout interference from Great Britain. 
•Neighbourly, even friendly, relations esublished 
imytten the two countries. It wemed to him that the 
tenoona suzerainty still held by the Crown need not 
Jave offMded the susceptibiUties of the most ardent 
NatKMulttt. Mr. de Valera’s victory could only mean that 



Hwvfiiyuiir «f A* tmliKky in IhiwtiMiii' InMl.'t* 
Gm* Iritaii «iw fndk dHtt aot OTw a aiMPad «f dtoMtUi 
ooMMCtaM OMld be endaicd. And be mM Uawif^ 
be k eciB Mtong— "I b a State ■oeKNredl^boitik coeveT^ 
tbiag Bfitiab, what froald be the place and Bkat waM 
be dw lot el a ctmumiaitf wboae politkal wacdfaneord ia 
lo^ to the King and the Unioa Jack?’* YetMr.de 
Valera kept dedaring that be would never be aatiafied 
mdl the Koith was bron^t in. 

If Mr. de Valera’s politics are little to the taste of the 
Northern Unbnist, bis economic policy is even more 
disideasing. Nor does the Northerner see mnch to hope 
for should the new party, with General O’Dafy^ at its 
head, ever attain power. So far as he can make out, the 
General differs from Mr. de Valera on one point only. 
Ihe present Free State Government would gladly cut the 
painter at once. General O’Dufity prefers to wait until the 
sea ia calmer and land is in sight. Both are agreed on one 
point — ^Northern Ireland must be in the boat; and the 
Northern Unionist wants to know what business he has 
in that galley. 

Perhaps ^e results of the general election held last 
Noveml^ for the fourth Parliament of Northern Ireland 
best show how little the sentiment of the province has 
altered, and how strong is the support of the Unionist 
Government. An absolute majority for the Government 
was returned unopposed (27 out of 52 members), and in 
this number were induded the Prime Minister and every 
member of the Cabinet. The final result was that this 
Government has a majority of 36 in a house of 52. Evoi 
this does not represent the full strength of Unionism, for 
three of the Opposition are returned as Independent 
Unionists. 

Let ns now consider the Nationalist mizumty. It would 
be equally correct to speak of the Catholic minority, for 
Cadtolic and Nationalist, Protestant and Unionist, are so 
nearty interchangeable terms in Northern Irebnd that 
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Nofdieia irelaad Piutidoii 

futy orgniMM mMobi enquire after a vo(ief*a peStieel 
bdi^ A r^iiom cenetu girea a raffideatfy accoiate 
foracaatofthejikL 

To ^ inbd of die Iriah Natioiialkt die 19*0 Act wa» 
a |rim travesty of the Jodgment of Solomoa. The ci^ 
Ind fint been cot in two, and then offered to the claii^ts. 
Nonhem Ireland had proved her claim aporiooa hf ac> 
ccpring her ponion. Anthem Ireland had shown that 
•he w« indeed Ireland hy refosing to be a partp to the 
partition. 

The Northern Nationalist folly shared this view, and 
to mad his disapproval refosed to have part or lot in the 
Northern Parliament, giving to the Northern Government 
no more than a sullen and forced obedience. To his mind 
the situation had altered only for the worse. Under the 
Union, with the country administered from Dublin Castle, 
there was at least the hope that a sympathetic Ministry 
might be in power at Westminster, and that benefits, 
both material and moral, might be gained. The composi- 
tion of the population of the new province left him no 
room for illusion. Both government and administration 
must for years, probably for generations, be in the hands 
of his secular and hereditary opponents, and he knew that 
the largest and most powerful section of that party was 
avow^ly antagonistic to his religion, and that if its voice 
was listened to in high places, Roman Catholic claims, as 
such, would at best get even-handed justice. He could 
foresee , further grievance. Every Irishman has a natural 
hkmg for a government job. Under the old r^e it 
had been an unwritten law that patronage should be shared, 
at far as poaaible, equally between Catholic and Protestant 
But he wll knew that, while the British Government had 
obs^ed this rule, it was far otherwise with the bodies 
to whom Irish local government was entrusted. There 
every appointment was canvassed on party lines, and not 
«v« a rate coUeaor could hope to get a job unless in 
snd in politics he wis in agreement with the 



<ii|iiiy-«t.-th» 1 bw4^ U wu ' 

wOMwoMt «Q«U. bt t«dtd I 17 
fOatifk, wiai, ema if it were not, tbM bf lii«tn»d» 
elMiiitalitt ovmtiippatteraluid beea utit^ wMdd 
btittie Je& far a Cttholic oppmeDt. 

Hw kpae of fears lus dose little to improve mat ters 
bNHS Us stuidpkat. When the new State was ftesned, 
the North had been free from first-^laas sectarian riots 
for manf fears. Within a few months I.R.A. gnmnen 
were qnartered on the Catholics, who were often most 
anwilling hosts, and the Northern offensive began. Hie 
Sist shots blew all the smouldering hatreds and enmities 
into flame, and unscrupulous partisans on both sides 
indulged in an orgy of violence. When the outbreaJc win 
linallf quelled, sectarian and party passion had been raised 
to white heat, and the Catholic smarted under the belief, 
nrhether true or not, that in its measures of repression the 
Government had discriminated against its opponents, 
ind had condoned reprisals carried out by its own supporters. 

In 1920 the wish was father to the belief of the Northern 
Catholics that the new province would not subsist for 
long, and their hopes were raised again and again. The 
Mtablishment of the Free State, the Boundary Commission, 
die achievement of the Shannon scheme, the return of 
Mr. de Valera were all events that might well shake the 
position of the Unionist majority and lead to the AU- 
[reland State so much desired. These hopes often renewed 
luve kept the Ulster Catholic from accepting the situation 
n the North. He is still struggling to get free from an 
ilien domination, he is still not simply an opponent of the 
Government but a would-be subverter of the constitution. 
Fhere is a certain amount of evidence that a change is 
caking place in the attitude of a section of the Catholic 
pcqioladon, but the majority are bitterly opposed to the 
Morth Ireland State and to its existence as a separate 
aitity. 

The position thus taken up by the minority should be 
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bone in mind in pnang judgment cm the dui||e"«f 
leSgbiu intaknnce w often bnm^t agei^ 

Oovenunent. There U of coarse no intolerance in the 
Maae of interference with the ezerdse of reUg^on* and 
Catholic chapel achools are given the Mme State and rate 
aid w that given to Protestant church schools. That re- 
H gimi is not a bar to emploTment is shown by the jbct 
that the first Lord Chief Justice of Northern Ireland was 
a Catholic, that the present permanent head of the Ednca^ 
tkm Department is a Catholic, and that his immediate 
predecessor was also a Catholic. But the ranlc and file of 
the government services arc certainly in the main Pro- 
testant, and when comment is made on this fact the answer 
given more or less plainly is “ Why bring an enemy into 
the household, when so many friends are unemployed f ** 

In the first general election, which was held under 
proportional representation and therefore gave a fair 
picture of the state of parties in the province at that time, 
Sinn Feiners and Nationalists polled one-third of the votes 
cast. A minority of this size should be able to exercise 
a considerable influence, to command respect, and if need 
be to «tort consideration. It suffers, however, from two 
of the most fatal misfortunes that can befall a party. It 
is hopelessly divided, into old Constitutional Nationalists, 
Sinn Feiners, de Valera-ites, Republicans and Catholic 
Labour ; and it has not yet found a leader strong enough 
to dominate and weld into one the warring factions. In 
the first general election the minority polled a third of 
the votes, but gained less than a fourth of the seats. In 
the election last November moat of the contests in Catholic 
constituencies were between Catholic candidates of different 
factions. 

Ill* Nationahst members only decided to take their seats 
m the Northern Parliament in 19x5. Among them was 
Mr. Joseph Devlin, a politician and parliamentarian of long 
expe^e and of consummate skill, a public speaker who 
had been heard with applause in the Old and the New 



a faUfe mm had e wa w d dMt f d dt ad >' <<,di- 
■■wiaaia* thaawwianiqr k UlMer lif hb^anaraMndBai 
m a numket mi fkttuMnt ttd hf band h rt tow at 4 
ptnate <^iaea. I& death, whidi took |dace arhile dk 
aaticfc wm bakf anttak, evoked e ^r e aai o i iB of deep mi 
aiaceK regret from all tiim in bda^ awl at lua fuetal 
Nerkem Muuatera walked aide bjr side with Minkten 
wkd ea-Minktera from the Free State, in common mourning 
for the loss. And yet neither in the 1925 nor in the 1929 
Fariiament did Nationalists ever acfakowledge an 
official leada or appoint a whip. 

Is the minority becoming reconciled to the Northern 
Government i That question no one can answer. Offi- 
ck% the answer is, of course, a furious denkl, but many 
Catholics seem to realise that they enjoy at least peace 
and quiet, and that the social services are as complete as 
they are in England, and better than those in the Free 
State. At any rate the Catholic population has not 
diminished, and many good judges say that it is steadily 
increasing by immigration from across the border. 

A word most be said about Labour. It is a proof of the 
strength of Unionist sentiment that in an industrial city 
like Belfast, with strong trade unions, socialist Labour 
holds only two seats out of 16, and those in constituencies 
with a large Catholic vote. There is a flourishing Unionkt 
Labour organisation, but that is a branch of the main 
Unionkt party, and U looked upon as a mere counterfeit 
by the sodalkt Labour party in Ulster, whose afflnities are 
with Qydeside. Even in trade unionkm Belfast holds 
aloof from Dublin, and has its aflUiations with Great 
Britain, although such well-known Dublin Labour leaders 
as Connolly and Larkin hailed original^ from Belfast. 

What k to be said of the important subject of finanra* i 
Under the 1920 Act the Government at Westminster re- 
tained the power of imposing and collecting all the im- 
portant branches of revenue — customs, excise and tn<v»ini» 
tax. From the sum so collected there k returned to the 
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Hordim Irdl^ 

Norduera Goremmait a awa—^ced bwlyroa c ^ ^ 

Twtaariea-anftcient to meet the coat of the ^ 

whkh it » teapoii8ible,the balance bejng the cootiilratioii 

of Northern Ireland to Imperial aervicea. Inthe^y«ta 

beainnmx with 19*2-3 Northern Ireland’* amtrjbutioii to 
fnnd* was over CH J 

and a half million in 19*1-13 ^ ^^*98,000 in 1931-3*, and 
that repreaenta fairly doaely the fall in the total revenues 
of the province.* 

During the war, Ulster had her full share of sham 
prosperity. When the war ended everyone thought that 
the boom must last. Her shipyards would still ^ 
working overtime to replace the shipping destroyed in 
the submarine campaign, and her looms, which had been 
fully occupied in weaving aeroplane linen, would be running 
day and night to supply America with the goods she had 
not been able to get for years. Unfortunately, by the time 
the province of Northern Ireland had started on its career, 
it was becoming evident that there were more ships afloat 
than the shipping companies could afford to run, and that 
America, having learned to use substitutes, no longer 
wanted linen. Thus two principal industries were almost 
out of action, and when the slump came, no part of 
the United Kingdom suffered more than Ulster. Not 
only was there an immediate and serious fall in revenue, 
but unemployment became a very heavy charge on the 
State, which was responsible for its own unemployment 
insurance. Since then, the liability has been shared with 
Great Britain, and an equalisation payment falls to be made 
to the country whose ratio of unemployment is highest ; 
but the burden has not been thereby greatly lightened, 
although for some years Northern Ireland ^s had the 
unenviable distinction of receiving payment. 

There are some welcome signs of a turn in the tide. 
One of the two great Belfast shipyards launched two ships 


*T1k fi|ttrei of income and expenditure lince Northern Ireland received 
Heae Ruk ere eppciKled. 
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sliMt fsnHf diB rm i iiim ) -nf ■ fiyiWi l||pi Wtt ' 

t Vl^iiitt ivpF vpwitiii^tWMilMt 

maiem imm im» pitted the o^mt, «m| hn jh ii)|i tip ' 
«Aee «taC is bdag l»oqght ap tm ttrasfth» ^ fiftt mep 
tm w d t * xetam ol sctiYttT. The densnd lor iiiiea htt 
been inoessm^ siul manp of the mills snd {attodm ere 
iK»img to capsdtjr, though not p^hsps on a veij 
large margin of profit.* The figures of anemplpfmeatha?e 
improved during the last year, but are still painftdty high.t 
Agricaltare, however, has long been the staple ittdaatiy 
ei Northern Ireland. The Ulster farm is small, a hundred 
acres bong regarded as a large holding. The Ulster farmer, 
if he is to make a living, must have more than one string 
to his bow, and he finds a market in England for much of 
his varied farm produce. The Northern Ministry of Agri- 
culture has helf^ him, sometimes against his will, for he 
is ultra-conservative in his methods. It has enforced 
marketixxg regulations, and has made him attend to the 
standardisation of his products with good results fiiuncially. 
Like farmers everywhere, he has been having a hard struggle 
to make ends meet, but there are signs of a new hope in 
agriculture, and, what is still better, of a more progressive 
spirit. 


III. Has Northern Home Rule Succeeded f 

T his article set out to consider whether the experiment 
of 1920 had succeeded. The answer depends on what 
the experimenters hoped it would achieve. If it was in- 
tended to bring North and South together, it has com- 
pletely failed. If it was intended to fuse Unionist with 
Nationalist in the North, it has done practically nothing. 
If the object was to create a Unionist reservation, it has 
had a full measure of success. 

* The Nonbero Ireknd trade autiatka aince 1924 are appeaded. 
t The total of registered unemplojed feD from 7^360 in Janoaiy 1933, 
to 68,139 a jrtsar later, but the Utter figure still rqmsented 16.5 pa cent, 
oi iasnred wofkpeapfe, 
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Nordlent fedbuid 

Btt llm it aaodw iUe to the «xpain^ Hsor hit 
ia» i efo ht k w of pow er oo ttod ? QBtlieiAflle,eoiy o«B. 
Siace the Government wit firat Mt np, practkeOjr ^ Mae 
IlhiiMen hive fcauiiied ta clurpe vH thdr d q w it mcMe. 
Thtt hit been t great advantage in a country diat d iaffle i t 
change, and atkt above all thii^ for aettkd c o ndi tio nt 
to that a man can get on with kit job. The NocthMtter 
knowt enctl^ that he may expect from the Minitter of 
Labotur, or of Commerce, or of Home Afiairt. So the mere 
fact that the Miniatera have been in office for thirteen year* 
ia a ttroog argument in favour of continuing them ; in fact 
H it doubtful whether the man in the ttreet could imagine 
an alternative Ministry. LegUlation hat been sympathetic 
to the needs and the prejudices of the province, and has 
made very definite advancea on pre-eziating law. One 
might cite the Education Act, the Licensing Act, the Motor 
Traffic Acta and othera aa examples. Law and order have 
been well preserved, and an efficient police force has been 
eatabliahed to take the place of the old R.I.C. There have 
been, unfortunately, a few outbursts of party violence, but 
they were local, and were soon qnelled. 

The Prime Minister, when he first took office, announced 
hit intention of keeping step with Great Britain in social 
services, snd although the Nonherner grumbles at the cost 
he realiacs that the promise has been kept. The Ulster 
worker is as well off in that respect as Us neighbour in 
Great Britain. The employer, the business man and the 
farmer have at least ready access to the government depart- 
ments in order to lay their wants and to air their grievances 
before them, while a trade dispute always finds the Minister 
of Labour willing to act as mediator. 

If it were suggested to the Northern Unionist that he 
was paying dearly for all these privileges, he would probably 
tgrec. like every private dtizen in every country in the 
world, he would condemn the cost of adminiatration aa 
grot^ extravagant, and denounce the growing army of 
officials and the bloated salaries of government servants, 
got 



■Wk «%jhK -mm fMtt ikt ^ mnem mj^ of ^ 
NBKdkni 1 mm||ic^ aad tx f nu do^ m to li^ lent ^ 
pro rf ac e opoold be abk to eopport its bmAeos. Ito bt 
wmddpajatoatmtbfrimMtia&ctm that a settled f(»«iii> 
meat oi bis oira of tbirteen Tcais standing conU not be 
Jlgb^T aside, and that ereiy year of its unquestioned 
posrer has rendered it more imposdUe for the existing status 
of Northern Irdand to be disturbed except hy and with 
the oonsent of her own Parliament. With these reflections 
he would conclude that the game was worth the candle. 

Ulster. 

February 1934. 
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I. TtADi SrATurtc* or Norram* 
(in / million) 

lUlAND 

Year. 

Importa. 

Ezpoita. 

Total Trade. 

I 9 H 

69 

65 

>34 

* 9 »S 

62 

60 

I2S 

1916 

57 

54 

III 

*9*7 

60 

56 

116 

191a 

5« 

56 

»4 

* 9*9 

6t 

60 

ISI 

1930 

57 

54 

III 

1931 

50 

46 

96 

1951 

46 

43 

89 


N.B. — la 193a, ik bapMti of the liuh tn* Sute uaaintod to fyj oOlioa Md 
her «sp«ru to ^ ailiiaa, • total <4 470 Biltioo. 


11. laCOMI Al 

•0 Extiuditum or Noktbiin Iezumd 

raou 1923-1933 


Income 


Imperial 


(Tranaferred 

Expenditure 

Contribution 


andGroaa 

CTranaferred 

to Armp, 


Reaiduarjr 

and Reserved 

Navy, War 

Year. 

Share). 

Services). 

Debt, etc. 

1912-23 

417,600,378 

41 1,050^)25 

£6,685.645 

1923-H 

>4.550.949 

9.899.* 3* 

4.5>7.879 

1924-25 

13,110,854 

9,726/776 

3.>75/»o 

1925-26 

12,780,601 

10,184,318 

*.*75.000 

1916-27 

11,118^72 

I0/>2I,320 

1,350,000 

1927.4s 

10^11,111 

9478.870 

1450,000 

1928-29 

11,230^ 

10/730492 

1,175,000 

1929-30 

11,18^3 

10429,263 

SSSfioo 

1930-31 

>*.335.*5> 

11,719,203 

545.000 

>9S«-3» 

12^,517 

"499.33> 

298/300 

•9!»-33 

12,116407* 

I2,i82,976* 

273/300* 


•PiofUmuL 


303 


T a 



THE UNITED STATES: RECOVERY 
AND REFORM 


(Frm an Anuritan correspandant lobot unlike the A^tralUn 
ecenamisi tohose artiele ap^ars on another page^ is not in 
eympatby toiih the tendencies oj the Presidents expertment.) 

I 

I N the first two years of the depression, it was possible 
to write of it largely in terms of statistics. Prices had 
declined to such and such a point. The consequences were 
thus and so. Ordinary dinner- table conversation in those 
American familiea which were still above want concerned 
itself with the individual aspects of these minor social 
and economic changes. The Smiths had resigned from all 
their clubs. The Joneses were doing their own housework. 
Robinson had lost his job and was trying to sell Christmas 
cards on a commission. 

After the rollapc of the gold standard in England in 
l<)3l, the public became more conscious of the magnitude 
of the world’s ills and the alarming inadequacy of institu- 
tions and economic mechanisms that had been accepted 
without question. In the last months of Hoover and the 
first weeks of R(x>scvch, public attention was more and more 
directed to the rival schools of economic thinking. There 
were the bitter-end deflationist. s ; there were inflationists 
of various degrees and cults. There was gold ; there was 
managed currency. Dinner tables took cognizance of 
currency and monetary questions. What would have been 
considered a few years ago fairly abstruse problems in 
theoretical economics were brought down to the level of the 
family meal. The progress of the recovery program of the 



Ikniw el i jlijwiiiinrmw Jim anr facoagltt «• «> «i «» 
iMhiriiia of titt Mtawyinw tint ondofie tmr mttMt 
cooaoaa c «ad political life. Thia ia not to iaoat of na a 
cicyiat tnfc. It ta gramaify dan^ireeaUe to have to do 
aa^r paRkabr tUnkiiig aboot afaaiaract qneatkma. Sot hoe 
Me aie to-daft cbwion^ on the verge of an abjaa, eaating 
a glance, no«r at dee prafimdity of the abyss, wUch we had 
Mver realbed wab a part of our landscape, and now at the 
foeoea that have pitahed ns to itt verge. 

Moat men take Uttle interest in the origin of the phyaicai 
oniveiae, aboot vhkh it seems now too late to take ai^ 
active steps. And the baffling problem as to whether the 
universe is now contracting, expanding, or merely static 
they are willing to leave to the professional astronomer or 
pkysidat. All they ask is that something lib the present 
rai^ of temperatures and the present precarious balance of 
chenucal elements shall endure for the next generation 
or two, in order to enable themselves and the members of 
their immediate families to fulfil the ordtiury human 
destiny. In the same way most men are prone to regard 
the social order. So long as they can gain the necessities of 
existence, be free from outrageous tyranny, and have enough 
economic security to look ahead from one year to another, 
they will carry on without being vastly concerned over the 
name, the origin, or the motivating forces of the society 
in which they live. History shows abundantly that even 
the most obvious and glaring social injustices are frequently 
slow to stir public opinion and are often unconscionably 
long in getting remedied. 

But the New Deal has stirred ns to unwonted self- 
conscioasness and unwonted self-examination. It is now 
obvknu that ou*^ whole social, political and economic 
Older was in 1929 incomparably more vulnerable than 
ovdiaary men supposed. It is also obvious that the infection 
vdddi beset 08 in that year was a fairly familiar type of falling 
ptiea badllns in a particularly virulent form. Therefore, 
say <mr publidata, let us consider how in the future we can 
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two duagi : fiist, bolkl op tlw Ktbtiiig poww of 
woQiaji Mcond, died iafeoioat cuued hjr de idlug 
price bedUiie. 

It it now t coffinumpUce to dMerve tb*t J^retHfent 
Kooterek't recattrj pn^rtm it t compound of two 
dements, s simple recovery element designed to end the 
depression, snd hence necesssrily temporary in character, 
and a reform element designed to give our populace a new 
and better “ deal ” and hence permanent in character. 
This observation is commonplace, but it is extremely 
important. If this point is not grasped, the American 
scene, which is at best obscure, will seem hopelessly unintel* 
Ugible, and the American people will appear more senseless 
ind quixotic than in fact they are ; because the things 
that promote recovery may not promote reform, and vice 
versa, and because what Mr. Maynard Keynes in his New 
Year’s open letter to President Roosevelt calls the “ order 
of urgencies ” of different measures is not the same seen 
from a recovery standpoint as seen from a reform stand- 
point. 

Vi’hai is the goal of reform under the New Deal ? It 
is the redistribution of wealth in the interests of social 
justice.” Everybody is theoretically in favour of this. 
But Ikiw is it to be done f What is social justice ? Social 
justice in the definition of new dealers would appear to be 
a new species of egalitarianism, spreading social and 
economic privilege more evenly over the entire populace — 
“ forgotten men ” into line with remembered 
men. It is a phase of what ScBor Ortega y Gasset in his 
notable book calls the Revolt of the Masses. 

One may infer that many of the ideas for the New Deal 
emanated from the book of Mr, Stuart Chase, entitled 
A Niw and first published in August, 1932. Mr. 
Chase would doubtless acknowledge a heavy indebted- 
neas to writers like Mr. Maynard Keynea, and they in 
turn to others. But this is not the place to study the origiiis 
of the new tdeok^. 
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(4 mm fMMT faf m eeamamy of Itl^ mtffm. 1% 
imdhwi «» «ll^ I17 Ttrioaa denoet to i««toi^tho tohoco, 
bltwoea ogikdltafe «ad iadiMttjr. It inTolvet a foeMor 
wnihaiis on oonaomptioii gooda* which aie bnmght into 
exittietioe bjr iiiai*a spendings, and a Ict sened emp ha s i a 
on prodooers* goods, wluch are bron^t into ezisteace 
hjr men’s savings. It is aimed at individualism and it loves 
to mafe fan of Uitttz It recognizes that we have 

gotten no adequate enuncipation, no real economic freedom 
from all oar improved technology. Technology, Mr. Chase 
vividly suggests, “ is still riding with Hell under one front 
wheel and Utopia under the other.” ” If we could elinunate 
the gyrations of those who are trying to become wealthy, 
we could abolish poverty and double the standard of living 
overnight.” 

Order, dudpliae, the consdootncM of definite social aim are 
ne«led to insure a dependable flow of goods from the earth to the 
nhiinate consumer, but when that diacipUne — and it it largely one of 
engineering — ia eaublished, economic sctirity, with its four to 
six hours of worh a day, b<K»>mes, if not a minor, at kaat a anb- 
ordinate consideration. More important will be the problem of how 
to lire { how to use fruitfully one’s leisure time ; how to improve 
the Imdogical stock ; how to educate ; how to love and marry 
without the emotional miaeries vriiich now beaet us ; how to get 
the most out of life. Theae are the real problems of a civilized 
people who have yoked a billion of mechanic^ horiepower. 

.As means to this end the New Deal appears to contem- 
plate a “ managed ” currency, higher wages, shorter working 
hours, elaborate programs of public works, long-term 
government budgeting, with no attempt at balance behire 
the fiscal year beginning June 30, 1935, and economic 

p lanning 

Boob have been written about these ideas— not all of 
them tince 1929. More boob will be written about them. 
They afford an inezhauatible basis of discussion. For the 
purposes of this article it will be enough to stress two vital 
pmntt: first, that the value of these new or revived concept 
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tkll9-.HKmci39« « ^bef tatj be— can be ^elbiiiitlMted 
odf hf txpexixDettt; and second, that by tatnhig ^ 
from /afer and die creation of capital bjr 
W M>ir/ and tie necessity for tpending^ they shift drartii^ 
ally pftA most significantly the center of gravity of what is 
left of onr nincteenth-centnry code of morals. This is not 
die first time that the world has had occasion to reconsider 
well^tablished ideas of morality, bnt it is a little interesting 
to observe that, while the revision of nineteenth-century 
morals has been in many sexual and social aspects in the 
direcdon of laisstz faire^ in economics it is in the other 
direction. 

II 


F rom the standpoint of traditional capitalistic economics 
the New Deal is unorthodox in several particulars : 
Firttt and most conspicuously, in its monetary policy. 
The successive stages of the monetary policy have been : 


1. The voluntary departure from the gold standard in April, 
19JJ, which, being wholly voluntary, hem only a superficial resem- 
bbnee to the British departure from the gold standard in Sep- 
tember, 1931. 

a. The President’s declaration st the London Conference (July, 
1933) in favor of the “ kind of a dollar which a generation hence will 
have the aame purchasing power and debt-paying power as the dollar 
value we hope to attain in the near future,” generally believed to be 
at the 1916 price level. 

3. The ayitemaric depreciation of the dollar in terms of gold by 
ptuchaaea of gold at atcadily increasing prices. This course was 
proclaimed in the President’s radio broadcast of October zz as “ a 
polky and not an expedient.” “ If we cannot raise prices one way, 
we will do it another.” 


4. The purchiM until December 31, 1937, of newly-mined rilver 
•t • above the present market. TTua policy was announced 

M December as. It ia generally agreed that the plan has more 
significance politically than from a monetary standpoint. It is 
* doing something " for silver to pleaw the mining States and will 
not nutcrialiy broaden the currency base. 

3. The subiliution or revaluation of the dtdlar at aomewhere 
between fifty and sixty cents in terma of gold. This polky was 
OMsu^ t^anuaty 15, 1934, “ « «pea*l metaage to Congiesa, 
IB wwd the PNsidait aonght legislation to take the monetary 



MmA Mi aad^«ffnfiwni it to tAif MmA 

’AwNn^ 13tetw«wilmiiwrkjairifcd%ti>>AttQ^ 

«f dte Uatfedl fltatM «• an eaerdae hf die eoreedlH of it» dutni^ 
tarielfc peevcr «l couoeiit domiia ; bat die pendB^g KD; wUdi KriSI 
line beceiae • kw bdbic dib aitkle tt ia qrpe, wt oalf pufMece to 
fa dte c wp c — doD to tfa eqaopri^ gol4 Int fan it ia bdU 
oertificetee, e tom of waichoaae receipt to be honored oifa enen^ 
u and if ^ Txeaaaiy feeU like it. In other words, die TVeasoiy 
tabes the gold and gives the banb a sort of qnalifi^ lOU. Tbe 
Reaerre bank have been snppoaed to be inunnae from polity 
iafaeneea. The pending Bill ia a st^ awa)r from eoonomk^aoailif 
bf the Rcsene Board in the direction of plani^ by the Secretaij 
of the Treasniy, a political officer. Bill aim providea to 

ntOiziag tbe gold “ profit ” from the hocns pocas of re^nadon to 
the esublishment of a two billion dollar stabilizadoa fond, to be aaed 
in beefring the dollar in terms of toeign exchange down to a point 
bebw, possibly far below, what would appear to be its natotal 

It is perhaps easy to over-emphasize the importance of the mere 
revaluation of the dollar in terms of gold. The child — one forbears 
a hardier word — ^was bom in April. This is only the chriitenin|f— 
even now only a partial and provisional christening. 

The monetaiy policy has been so widely commented 
upon and by such eminent authorities that no attempt 
will here be made to analyse or criticise it on any economic 
ground. On the other lund, the political implications of 
the policy would seem to keep the President still aligned 
with the so-called soft money school of thought against the 
hard money school, with the debtors against the creditors 
(in those cases where debtors and creditors are distinguish- 
ablej, and thus to revive the classical money controversies 
of the bst four decades of the nineteenth century. It 
was this monetary policy which evoked the first sharp 
challenge to the New Deal from no less a spokesman than 
A1 Smith, the former leader of the Democratic party, who 
spoke with all his old-time fervof. The newest monetary 
move is away from the so-called commodity dollar changed 
in gold content from day to day by the gyrations of the 
price index. In this respect, the monetary policy has 
perhaps become more conventional ; but this adventure 
in coin clipping, unprecedented in our history, is certain 
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to be much ^mmed in the Congreuional amptSgt lim^ 
coming Norember, and in the Presidential campMgn of 
1936. , 

Sicmd, The New Deal la unorthodox in respect to tho 
National Industrial Recovery Act, which pots the expandon 
of wages and the consequent inflation of pnrchasing po!W 
before the enhancement of the capitalists’ profits from which 
the wage is to be paid. The old practice was the reverse. 
Increanng profits to the capitalists ultimately permitted 
increased employment and higher wages. This is new 
recovery technique. It is also a bold, practical and con- 
stitntional departure. It says tf> the industrialists, “ Before 
yon divide any profits for yourselves, increase your pay roll 
by taking on new personnel and increasing hourly wages 
(not necessarily the weekly wage of any particular em- 
ployee).” TTiis is obviously an expropriation pro tanto of 
csj^tal. It destroys freedom of contract. It enormously 
increases the cost of operation in many industries. Where 
chose industries were operating at a profit, they may be 
able to operate at a lesser profit. But where the industry is 
operating at a loss or barely avoiding it, the provisions of 
the Act may be destructive of the enterprise in question. 
In general; small employers have found that the Act bears 
heavily upon them. But the economic consequences of 
the measure and the political reactions to it are perhaps 
less important to note than its actual derogation from 
the basic economic concept of private industry based on 
profit. 

Third, Supplanting in Urge measure privately owned 
and privately operated industry by pubhcly owned and 
operated industry. This is brought about in a variety 
of ways. In the first place, the Securities Act, passed in 
the Spring of 1933, by imposing drastic persomd liability 
on direaort of enterprises that float new securities ma V ^ s it 
impracticable to float new issues. Every direaor or partner 
of the issuer, every accountant, engineer or appraiser con- 
senting to the nse of his name, and every underwriter of the 
Jio 



awy wM im ma tmam . It it gentt^ bcBevcd tktt iMi 
Act tloM w 3 SI pram iid^)ith« ol aetr b>di for ci^itiL ii 
Ite aimad ph^ indbttml cmiditioM ara tiidi 
aprat iram t&e piofinaot ol the Secaritiet Act* fsompukiM 
n^lic ordiiunty attract cajatal from the handt td tha 
imrettor can no longer do so. These concerns moat, 
therefore, either languish for want of adequate capital oi 
get loans from the Recmutmction Finance Corponitioa 
«■ other goTemment agencjr. In the third place, the 
requirements of the government for capital are so prodigtona 
that th^ virtnalljr pre-empt the capital markets. With the 
government seeking to borrow no less than ten billicm 
dollars in the next year, there is not much hope for re- 
financing by private corporate borrowers. 

Fourth. The public works program, which in some 
cases enters fields heretofore occupied by private cor- 
porations, e.g., generation of electrical power by the 
Tennessee Valley Authority, instead of by a public utility 
corporation under private management and subject onlj' 
to public regulation. Other public works, while not 
theoretically inhibitive of private undertakings or directl^f 
competitive therewith, attract the laborer by wages highei 
in many cases than those obtainable in private industry. 
Mr. O. M. W. Sprague, who on November 21 resigned hii 
post as adviser to the Treasury for the purpose of criticizing 
the recovery program, has particularly criticized this aspect 
of it. 

It would doubtless be possible to multiply almost in- 
definitely instances of the substitution of government 
initiative and government operation for our traditional 
individualist economy and replacement of corporate credit 
by federal .:redit. Hand in hand with these drastic depar- 
tures from orthodox capitalistic economy accomplished hy 
legtslation or executive order, there has sprung up a volnm- 
inons literature attacking the profit economy and the profit 
motive. A professor of phikeophy has written a book 
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in witidi lie t*p that the profit ecomMnf b lited «0 pMt 
vmj becaMe f h^ “ bawc motivation involved la too hwv fof 
idut arc have come to expect of civilizwl life.” 

Ftofetior Tugwell, the Assistant Secretary of Asricid* 
tore, is particularly good at the war cry against the prcAt 
motive. 

It wT«n. to me a miatike (he iijra) to provide islands of safety m 
s rh«nginy world to which some of ns may retreat, dntching certmn 
sterile goods, and e^dallf that this retreat should be particularly 
designed fas the protection of the gains which are got from the 
isb^ge of recovery. 

And those people who would have us crawl back to the old ideas, 
like a wounded animal to an abandoned den, misread the temper 
of the people at well at the intelligence of the jH'esent government. 
We are trying to show that hcaped-up corporate surplus snd the over- 
oonccfltratioa of wealth are not the life of trade but the death of 
trade. 

The comfort that such an inspiring message may carry 
to a sorely stricken people will readily be perceived. An 
effort is also being made to ascertain the meaning of some 
of Mr. Tugwcll’s major pronouncements. But his mean- 
ing at least is clear when he says ; “ We achieved revolution 
last November with the ballot. It was, in my opinion, the 
greatest revolution since the founding of our nation ; for 
we departed then, 1 think for good, from the dognus of 
fre* competition and the theory that the least government 
ia the best.” 

Mr. Raymond Moley, another ardent champion of the 
New Deal, who no longer has a government post but is now 
editing a magazine called Today, points out that the 
President has difficulty in finding competent or experienced 
subordinates among business and legal leaders, “ because 
they were part of the political and economic system that 
brought us to this debade and are not in sympathy with the 
New Deal ... In filling positions he (the President] 
must often choose between competence on rb#t one side 
and efficiency on the other. Often he ha> xo select peo p l e 
in whom there is more sympathy than competence.” It ia 
S»3 
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iMAlfi! ittitfWi ^ rrrttflTT «li-fMt M'Kb!» 

lioley far tlat hat remjuit. 

tliete dbialm «f dM New Deal <i« {WM to i«fw «D 4 ^ 
dectioii m^** nandate at lepwliadiM,** «midea% en 
dee liMKMy duit <m that occasion we repudiated, not merefy 
Mr. H^ver and the depression, but the profit sfsteBi and 
the pofit motive, the whole idea of individual initiative, 
and indeed all the animating and motivating social and 
eamomic impulses that characterized our history down to 
March 4 last. 

While President Roosevelt haa not fully associated him- 
self with these pronouncements, it is not always ea^ for 
the business man to divine whether, in the eye of Washings 
ton, Ms ambition to run his business at a profit is a base or 
a noble one. Men of undoubted virtue and acumen are 
puzzled. They do not know whether they arc living in the 
earthy atmospWe of the profit motive, in the rare empyrean 
udierein Karl Marx reigns supreme, or in some strange and 
ambiguous stratosphere between the two, where human 
Ufe has never heretofore existed. 

To many of the President’s numberless admirers he is not 
merely the greatest of the American Presidents. He is the 
first of our Presidents to grasp the social problems of his 
day and to have the energy and courage to recast society in 
the pattern inspired by noble and humane ideas. He has 
abol^hed child labor. He has abolished the sweat-shop. 
He is bringing us to a planned and ordered economy whidi 
can never collapse as did our economy in 1929, partly 
because it will be inherently less competitive and vulner- 
able, and partly because it will have a price structure that 
by “ management ” can guard against such disasters. 

The critics of the New Deal and its leader have thus far 
been much more temperate and restrained than the 
admirers. The Republi^n party in particular has offered 
no concmed opposition to the President’s program, and 
ita leaders have for the most part abstained from criticism. 
By far the most outepoken dissent has come from A 1 Smith, 
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idteieclMlIeflfewMmiiotuua^^ Wntiiigift^ie 

NmiMt9kvtk Kovembtf, he said : 

K I mm dioote be tu gc ci the tesdm of the pastp with all the 
oron thgr Jmn nude and with aD the adfiahn e aa Aey haie been 
gnil^ and the tBcmerienced Tonng college profeaaon who hold 
so Mponaible pablic office bot are peifnctlf re^ to torn t^fiOOfiOO 
AineiuuBa into gninea piga for ejperimentation, I am going to be 
for the people t^to have made the coimtrjr what it it. And I tay 
thia with foil knowledge of the fact that there are man^ thing* in the 
old order of aociety v^ch I ahonld like to have chan^ a^ which 
I do not a^land or even condone. 

Acquiescence in the New Deal has not so generally 
extended to its monetary policies. To these, economists, 
bankers and industrialists have been outspoken in their 
opposition. Also such important national organizations 
as the American Lepon and the American Federation of 
Labor have officially taken a stand against inflation. But 
the country as a whole has been amazingly supine at the 
overthrow of its characteristic institutions. 

Ill 

I S the recovery program a success 1 Is the reform 
program a success ? Who shall answer these inquiries 1 
To the latter question it is obviously too early to make any 
answer. In the nature of things the answer is never likely 
to be unanimous. The new society, if we achieve one, may 
please some people better than the old. But it is purely 
experimental and the guinea pigs may die of ennui or fear 
or malnutrition before the experiment is over. Predictions 
are always rash, and have been peculiarly so in the last 
five years, but there would seem to be no great risk involved 
in foretelling more opposition to the New Deal in the future 
than there has been in the past. 

The defect in the recovery achievement thus far has been 
the failure to attract men mto the production of durable 
goods, such as building materials, fomiture, locomotives, 
ships, machinery and the like. The following uble will 
^ the story. 
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The leaaoa for these disparities is fairly obvious. The 
philosophy of the reform program stimulates consumers' 
goods, but not producers’. For the producers’ goods we are 
dependent on savings and capital investment made by 
capital which feels confident and secure and reasonable in 
its expectation of return or profit. And producers' goods — 
heavy industry — ordinarily account for a very substantial 
proportion of our total employment. 

A most interesting document, the report of the American 
Federation of Labor for the year 1933, shows that 1,800,000 
out of work at the end of 1932 have been absorbed into 
industry and 4,600,000 into temporary work under some 
government agency, Civil Works Administration, Public 
Works Administration or Civilian Conservation Corps. 
The significance of these figures is that these emergency 
government agencies are taking two or three men for every 
one who goes into private industry. This is called priming 
the pump, but it is a question whether with such costly 
priming the well wUl not have run dry by the time we 
finish priming. At the end of the emergency government 
jobs, will the men drift into jobs with private employers 
or will they be left, jobless and embittered, the prey of 
politicians ? 

Wofkers’ income in onr sixtero chief prodndng and distribating 
iiidiistrws (continues the Labor Federation report) averaged <20.55 a 
week in November, T93a, and <20.56 in November, 1933. hfcan- 
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^ites ^m^ccamj 

«ia^ ftod pfien ii» up 7 per ««. ioi pdon of db«^ ^ 
«e lu^ by 31 per cent., lo tlut wnlwn’ real Inline 
p ofwe i is oanndenUy lom. MiHioa* got jobs dnt^ tJie jwt 

on better oBy bat tbose who had jobs at more than a miwhliBB l ittge 
lUrvelMtgfonnd. 

, . . AB these gains show progreM, bat we must not feiget^^t in 
November (1933) 10,703,000 workers still had no indnstrial em- 
ploTment, that C.WA (Civil Worb Administration) funds giving 
temporary work to 4,000,000 will be exhausted by Febraax7 15, that 
bostoeM it still 30 per cent, below normal, that the outlook is over- 
shadowed by’ a danger which might destroy all progress nude — 
inflatioD hj fiat monej. 


And the report goes on to comment upon the fact that 
government initiative is superseding private initiative. 

Already it has been decided to prolong the temporary 
employment given by the Civil Worb Administration 
till May r, and already there is a clamor for prolonging it 
still further. Hard cases make bad law, and hard times 
make bad economics. We arc learning the truth of what 
our preceptors have taught us, that it is difficult to call a 
halt to inflation when it is once invoked. It takes a good 
skier to make a Christiania turn when descending an Alp. 

If, as seems likely, the inconsistencies between the re- 
covery program and the reform program become more 
conspicuous and more embarrassing as the months wear on, 
the President will have to decide whether to work with the 
industrialists, capitalists and bankers for recovery, and 
alienate the idealists and “ liberals ” who are pre- 
eminently interested in reform, or whether to risk all on the 
evangel of the new society, relying for success on old dis- 
contents and the fervor of the zealots for a new righteous- 
ness. The President is generally credited with being an 
adroit politician, but politicians fully as adroit as he have 
found it difficult to keep a footing on two galloping steeds 
which have no natural predilection for running in the same 
direction. The only thing certain is that wc shall see what 
wc shaU sec, and it will be interesting. 

So much for the future. The plain facts arc that with 
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4«|ille»li'« ailWft '4te0i4 ^imm h/tfonj iim^jiriga. 
Wk, hum Imk. 0m mmmvf ^rMQin» m ^imm: liM «wr 
ia£viM>Mt oytttom, «e have ab wi d oiixl tl» S4l» «f 
freedom which Itf about m at the birth of a uatieo **«MI^ 
coved in libertj,” we have consented to the weahening of 
State and local government for the bmefit of a central 
authoritarian Sate, we have done such riolence to our 
eighteenth-centurf constitution that it seems doubtful how 
kmg we can maintain diplomatic relations with it, and we 
have taken a long step toward embracing a new and 
unfamiliar morality. we know what we have done f 
Do we like it, or are we just too bewildered to resist i 
Win there be a reaction i Do we mean anything now when 
we still sing to our “ sweet land of liberty ** and exhort God 
as the “ author of liberty ” to make our land be “ bright 
with freedom’s holy light,” to ” let freedom ring ” ” from 
every mountain side ” ? Have those conceptions lost their 
power ? Does the right of property and contract, so care- 
fully safeguarded by our constitution, really transgress more 
fundamental human rights 1 Is there any relationship 
between the end of laissez faire and the end we put just after 
the Armistice to laissez boire I One recalls that laissez boire 
didn’t stay ended. 

What is man and the son of man ? Is he, as some writers 
aver, a highly socialized creature like the bee and the ant i 
Or is he, in the language of Spengler, a Raubtier, essentially 
a beast of prey ? Or is he perhaps a bit of both, with dis- 
harmonioas functions, forever to be kept in a precarious 
balance ? Whatever he really is, we shall certainly not get 
anywhere in the long run by imagining that he is something 
else. It might be far better to muddle with society in the 
fine old Anglo-Saxon way than to plan it altogether wrong. 
Some of us at least question whether our national mentality 
is functioning a whit better today in the trough of the sea 
tkm it did five years ago on the crest of the wave, when 
admittedly it functioned deplorably. 


5«7 



Ik Hiibed twei f 'Utoofetjr tad Hcfem 
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nifiioa <rf powerfd ilfaitkm 

United Stitct of America. 

Febroary i, 1934. 
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TOE CHURCH IN THE TOIRU REraS 


I. Tibi HnroucAx. Backgkovnd 

T he Refomutkm started in Germanjr. In it dw 
dominating force was Martin Lnther, the most 
pow cfiu l figure in modem chnrdt history, perhaps in the 
whole histmy of the Christian Church since the timeof the 
jostles. At that period Germany was a mere mosaic (rf 
independent States of various sizes, not even coimected by a 
fode^ tie, and the rule was that the State took the religion 
of its lord* The result was that most of the German 
churches conformed to the Confession of Augsburg, and 
are Lutheran to this day. Only a few, relatively speaking, 
accepted the Reformed or Calvinistic conception of the 
Reformation. The Reformed churches have always been 
strongest in the Rhineland near the Dutch frontier. In 
the course of the political evolution of Germany many of 
the srtull independent States were merged in larger ones. 
As a consequence, large States, such as Prussia and Baden, 
contain both Lutheran and Reformed churches, doctrinally 
strongly opposed to one another — at times indeed the 
conflict became alarming in its intensity. Such unity as 
there had been then ceased to exist among the Protestant 
churches, notwithstanding the fact that th^ had been 
Sute churches ever since the Reformation. 

As the State had a great interest in the nuintenance of 
unity among its Protestant churches, it tried to overcome 
thdr doctrinal and constitutional difbrences. The earliest 
attempt was in 1519, vdien Philip of Hessen summoned 
Luther and Zwin^ to Marburg; but this effort to esub* 
Prmestant unity proved fruitless. The two great 
r efa rmers sqiatated stronger oppmients than ever,especialfy 
•Cwfu rtgit fsAfw. 
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widtitf»fdtotlte 4 Dctritte<rfthetfa^S« CT i i neiit. When, 
hiter OB, after the earlj death <A Zwis^ in 15)1, Calvin 
hecaBBe the leader of tlM iRchniBed dmrcliea, ^ Ofi^ 
waa, if poasible, more pnmouoced than ever, and it laated 
for centnriea. In the early nineteenth century, acting that 
there wu no hi^ of unity among the Proceatant chnrchea 
on apiritaal iaaoea, the King of Pruaaia and the Prince of 
Baden, uho were autocrats in their own States aa wdl aa 
heads of thdr roapective chnrchea, brought abont the union 
of the Lutheran and Reformed churches within their 
territories by force. All the dinrches accepted thk imion 
eacept a minority of the Luthrians in Prussia, who conn 
bined to form the Free Lutheran church of Prussia. The 
rising tide of liberalism helped to make this solution 
possible. As time went on, however, Prussia acquired new 
territories to which there were churches of the Reformed 
type, and these have maintained, at least to some extent, 
their aeparate identity until our own time. 

This brief historical review will help to explain what 
follows. The situation lo-day is that there are strong 
Lutheran churches, especiaUy in Saxony, Wurttemberg, 
Bavaria and Mecklenburg ; there arc the so-called United 
churches in Prussia, Baden and central Germany; there 
are also Reformed churches scattered all over Germany, 
which still, however, look for leadership to the Rhineland 
church. 

It is also n^essary to reroerober a second historical 
aspect of the present positiwi. The Protestant churches 
of Germany were State churches in the strict sense of the 
term ; all their expenses were paid by the State, and the 
pastors were regarded as State officials. Moreover, con- 
trary to what happened in Scandinavia, where whole 
nations, including the bishops, turned Protestant, no 
German Roman Catholic bishop seceded to the Protestant 
Church. It Was in this way that the Princes 
sums tputepi and, aa such, exercised supreme authority 
over the Church, though in actual practice specially 
$10 
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the PtowetMU <Jwttd>esyp*rtki^^ the Ladierm, rmot o d 
dM office ci tmbop. AB the chorchet received liffi 
eetoiMMDf as oooatitvdotttllf recognised pid>lk hwtftvtioos. 
la view of the fact that in earlier times the 8tit» had 
secehrised their properties, it sdll contributed veiy large 
SMonnts to their fiunces. At the same time, it was 
aeoesBai7 for die churches to become largely self*snppoitiag. 
The State therefore granted them the right of imposing 
their own taxes, both in individual parishes sad in the 
cknrchea as s wlmle. 

In the German Empire there was no established church, 
notwithstanding the fact that the Imperial constitution 
bid down a number of binding general prindpks. There 
were only the different aatonomons chorees cd the various 
States — ^Prosaia, Saxony, Bavaria, Wfirttemberg, etc. As u 
well known, these churches formed a German Evangdical 
Church Federation, presided over by as executive which 
discussed matters of common concern to all German 
Protestantism, especially rebtions with foreign churches 
and church oecumenical movements. This executive had, 
however, no right whatever to interfere with the autonomy 
of the individual churches of which the federation was 
cmnposed. 

II. Thi National Socialitt Rxvotimoii 

^T^HEN came the revolution of 1933. By destroying the 
X v^ok federal bask (rf the Rrich, the National Socialists 
crested an entir^ new aituatioa. The parhanientaiy 
demociatic smem was cenpleteb' swept away; the 
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fonnerljr ^dependent political life of the 
waa i»y»fge<l into that of a closely ooified lUscii iMIliMvit 
all>poirerfiil independent leader — for thedeadenA^ 
ia of a peracnul character. The leader persoidfied ^ 
central idea of National Sodaliam with its totalitarian daim 
to deal with every aspect of the citizen’s life, wdiether 
collective or personal, economic or intellectual; it does 
not indeed even stop short of the spiritnaL The unity 
of the whole nation and of all its members, both in temporal 
and in spiritual matters, had to be realised in the National 
Socialut State of the Third Reich. No party, no assodaticMi, 
no type of thought, no system of education was in future to 
be allowed an existence independent of National Sodalism. 
All this meant that the Church had to meet a fundamentally 
new situation of extreme gravity and difficulty. 

The Roman Catholic Church in Germany, as part of a 
powerful world-wide institution, dependent upon the Holy 
See, was in a far stronger position than the Protestant 
Church. Its system had never been nationalised, and the 
Government could not deal with it without going to Rome, 
where it had to treat with the Vatican as an independent 
foreign Power, well able to protect its vital interests in 
Germany. A Concordat was signed on July 20 last, though 
its application is giving rise to great difficulties, and the 
outcome is still uncertain. 

The organisation of the Protestant Church, however, 
was national and closely connected with that of the German 
State. Moreover, Lutheran doctrine emphasises, even 
more than that of the Reformed churches, the intimate 
relations, as far as governmental forms are concerned, 
between Church and State. It calls upon churchmen to 
accept the full responsibilities of a citizen, and to submit 
to the leadership of the State. This extremely close — 
indeed too close — connection between the Protestant 
Church and the German State has proved a great danger. 
The Church has shown itself all too ready to bring its own 
life into harmony with the new National Socialist id«i 8 , 
JM 
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in like Bach. From the Terj oofet, there wms » menimon e 
ituite to aCMagthen the om^ of the Getaua Brotetttni: 
Chttrdi bf bdliBag op e stnmg centnlaathoritj onder the 
diiectioa of a Reidi htahop, and to brieg t^ lonner^ 
iodependeot charchee in Tariona States under the 
control of this Reich Chorch. Lutherans as well as 
Reformed chnrches accepted the principle of the proposed 
change, though it was nndersto^ that each of the two 
great branches of Protestantism was to have full liber^ 
to retain within the Reich Church its own uaditiottal 
confessional faith. 

The tadc of drav^g up the new constitution for the 
Church was given to a triumvirate of Church leaders—' 
Dr. Kapler, a Lutheran lafman, President of the German 
Evangelkal Church Federal Council ; Bishop Marahreiu, 
Luthoran Bishop of Hanover ; and Pastor Hesse of Elberfeld, 
representing the Reformed churches. Ludwig Miiller, 
an army chaplain and a personal friend of Hitler, acted 
as intermediary between t^ three Church leaders and the 
Chancellor. All four met in conference at Loccum in April. 

There was, however, a group of pastors who wished to 
go a long way further, and to introduce the National 
Socialist ideal into the whole life of the Church. No mere 
adaptation of organisation would have satisfied them. 
Their aim was to apply the principle of Hitlerian leadership 
to the Church, and to ident^ Christian belief with National 
Socialist idedk>gy. Tbve was to be a complete onion of 
church life and national life, and more than that, a merger 
of the Natioiul Socialist creed and the faith of the Church. 
This group was first and foremost National Socialist, and a 
complete GIfubsebaltung!* of Protestantism both in fmm 

* ** Aiuanatioa **— d>e term leacnSf used to ei y m s ^absorption 
ol cbe dilBMM o^paiMtaonB and inactioni into tbc totalitaiian Bute, 
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itod fiiliit ^ tlwb objwtim It wm <o W 
three step*. In the first place, everyone eiispelMMl 4# 
frMni% to the former regime ms to be elim hu tiril 
tnul sfi authority in the united Church oencentmted hi the 
oi men in full ^rjnpathy with the National SociaSet 
^tcta. Inthesecondplace,thesameprindpleoflee^*8hi|»en 
lud been realised by Hitler in the State was to be establish 
in the Church, notwithstanding that such a principle in the 
Church was udtolly incompatible with rim spirit ci the 
Gospel, and although this group could point to no one in 
wboM person the necessary quatities for such a position were 
united. Lastly, they desired to eliminate from Christian 
teaching everything that was out of harmony with National 
Sodalisni, and on the other hand they wanted to introduce, 
even when they were antagonistic to Church teaching, 
such ideas as the racial conception of national unity, the 
old Teutonic hero worship, and the sacred character of the 
national ambitions. 

ITiey were fired with the belief that, at this historic 
moment in the evolution of their country, such a gospel 
would appeal to the whole nation, and that they could set 
up a truly national church in complete harmony with the 
mtional life, thus enabling the great national movement to 
accomplish ita task of building up that life afresh. By 
combining National Socialism with Christianity the group 
no doubt hoped to complete the triumph of the Reforma- 
tion of the sixteenth century even over Roman Catholicism. 

Here were the beginnings of the future conflict. The 
centre of the new constitution was ihe office of Rdch 
bishop. Who was to hold it f The committee of three 
piopoeed F. von Bodclschwingh, Superintendent of 
the Christian Social lutitote at Bethel, near 
‘JS!? spiritual gifts and high admimstmtive 

abiliiy. Thk nonunation was accepted by an overwhelming 

majOTty at a special meeting of the repreaentativea of the 
provinciai chnrches on May a6. 

TWe was, however, another candidate b the Mi— 
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AMmhi CMnImIi it tl« gw p df patfMt 
oflit ilaitiMhcft. Tte Gesaam CkAtidudi^iiitn hf i&t 
«WM» 41 «r one kM of tlieologfcil tlMigitt^ 
mm mtf mmA mnre radical in tbefr Gemasic fem«r 
«Ihui odim. Ihtt aa tittir thk malcea pk&i ilk^ dl Mi 
maif pm MNM <« the Germtfi and racial character of 
their Chriaciudcf. Aa Futor P e te r* pot in 
mi C k mk ** Mm of Germao stodr and bapdaed i& die 
wotda of la^ Bother t<mgiie} 1 caiinot jnat be sun;^ a 
Otfiatka. I can on)f be a German Christian.* Otihert 
weoc farmer, in agreement with Herr Jiger, who said ** When 
Jeans Christ entered world hiAor 7 , it wm, m a hat anafysia, 
the fire of the Nordic breed that was revived.” 

Pastor Muller denounced the nomination of Dr. von 
Bodelschwingh. The heads of the 28 provincial churches, 
he aaid, had not listened to the call of the hour ; **th£ Btor* 
detachmenta upon whom the State now rested must hai^ 
the Goapd preached to them again in unadulterated words.** 
The Gwraan Christiana therefore refused to recognise 
the dbettott. The conflict became very bitter. On 
June 24. a State Commissioner for the Prussian Evangeliod 
Church was appointed, Herr Jiger, sriio in turn appointed 
sub-commiasioners, and Dr. von Bodelschwingh retired 
from his office. 

A few days later President von Hiodenburg intervened. 
A new constitutioo was completed on jnly 11, and Hitler, 
in a letter to Hindenburg, announced that "the inner 
freedom of the Church, which 1 also have especially at heart, 
is pboed beyond doubt by the withdrawal of ^ com- 
nussioner a^ the sab-oommissaoaKn.” Hre unreality 
of the free d oco, however, was made clear by what ibUowed. 

On July 23, there vras a general Church election that 
vras intended to settle the new Church problem. At 
that electieii the Genxun Christians obtained the snf^ort of 
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tlic o»i» Natkoil SodiSit peia, Mid <d |dm|S( 
nuchinetjr. On ibc Iflst ni^t befom llilft tlklCliftk 
Hitler gave a 'vvireless address. Tbe renOt i««i 

certain^ not justified by the real position. Xhe Cpoom® 
Oiriatiaiis secured three-quarters of the vote8> and they 
that their influence in all religious matters should bfc 
in proportion to their majority; but the foundationa of the 
system they are building up are none the less rotten. 

Suchfin brief, was the scries of events that led to the victory 
of the German Christians — a victory crowned by the 
nomination of Ludwig Muller as Reich bishop ami 
Biihop of Prussia, for no other reason than that he had 
previously enje^ed Hitler’s confidence. 

III. The Opposition in the Church 

I T is time to turn to the other side of the picture. There 
were pastors and laymen in the Evangelical Church 
besides the German Christians, and the opposition of 
these was based on two main grounds. There was first 
the objection to the racial principles of the German Chris- 
tians, There was also the objection to the use of force. 
Each objection is of vital importance. 

The German Christians claimed that the Gospel must 
in future be preached as “ the Gospel in the Third Reich ” 
and that the Church must be the Church of the German 
people — i.e., of Christians of the Aryan race, all non- 
Aryan Christians being excluded from oflBce and effective 
membership. The objection to this racial view of Christi- 
anity is best shown by the following (among other) reasons 
which Karl Barth gave in his famous pamphlet, “ Theo- 
logical Existence To-day,” for rejecting their doctrines ; — 

(i) The Chorch believes in the Divine institution of the State as 
the guardian and administrator of public law and order. But »!»<* 
docs not believe in sny Sistc, therefore, not even in the German one, 
and, therefore, not even in the form of the National Sodalist 
State. Tlic Church pteachet the Gospel in all the kingdemu of this 
5*6 
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Ctotkiii^ or tfottt than mot t lower giad«» ibe oeuM co be a 
Oktitciw 


With n^ird to the objection to coerdon bf die State, 
attention nujr be called to the message issved bjr the 
general sopermtendents and bishops of Pmssia oa 
June 36 protesting against the appointment of a State 
Comnussioner for the Prussian Church two da^s earlier. 
This message, it is imporunt to notice, made it dear that 
the bishops protesting were whole-hearted supporters of 
the Hitler regime in the political sphere : — 

We aie also seriotuly concerned that the nation and the Chnrch 
thonid find each other. We, too, are determined to co-t^ente in 
the unification of onr lution throngh the woHi of the Choich. 
Bat in a Charch these aims matt never be pumed bjr means of 
political force. The Church muat never be exposed to ^ prassare 
of political force. Otherwise the fearless preaching of truth 
of the Gospel and the free discosaion of the fundamental questions of 
our faith wdl be imperilled. In a Church which it too closely bound up 
with the State the deepest impulses of a faith are checked. Hiatewp 
^ves this to be a fact. Above all, the Gospel of the German 
Reformation must not, in a time of political turmoil, be subject to 
political falaificition. This is the danger for our Church to-day. 

A large body of pastors were at the very centre of the 
opposition, giving a resolute and courageous witness to 
freedom and purity of the Gospel They were first 
known as “ The Gospel and Church ” Group, and, later, 
for the most part, were organised as “ The Pastors* Emer- 
gency League.” A very brave and imporunt step was taken 
by the League, then numbering z,ooo members, in Septem- 
ber, in connection with the Prussian Charch Syncxl, and 
with the National Charch Synod at 'Wittenberg. The 
Prussian Synod, representing more than half the Protestants 
of Germany, adopted the Aryan paragraph. The Coven- 
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praCMi ifnatt tlib actioii, sad wss foQoanl at ti«b 
the atooth hy s remaiksble declaration posted ill 
IH^enbog, signed bjr tz pastors on behalf of the ia 
whkh the {nindpal paragraphs were as follows :r- 

the Chuxh enter on its road in secret contdonsaess of gnS^ 
we the following declaration for the sake of TtoA and Lore 
(i) The nusiier in ndiich the new order waa introduced and ia 
being afphed in the Chnrch hat canted grave concern to nninberlesa 
eaneat Chriatiana. At dcdahrclj important synods the present 
nuiority has refuted the right of thorongh diitcQSMon aid free 
tpMch to the rcpicsentativet of the minority, even in qnestioBS 
which affect the innermost bong of the Church a^ ita misaioa. The 
life of the Church hat for some months been subject to the violeat 
pfcsasre of s group within the Chnrch. Brotherly love must not be 
denied by the rule of vkdence ; the Chnrch of Jesus Christ most not 
be trinsformed into an empire of this world. 

(a) With the ucit approval of the new Church anthoiidea, 
provincial synods have voted and put into force laws whidi are in 
conflict with Holy Writ and with the Church’s faith. This is esped- 
slly true of the “ Aryan paragraph.” Wc assert that rihe legiriative 
authority of the German Churdt haa b«n infringed by the introdne- 
tkm of aueh laws ia the ptovindal synods ; we summon the National 
Synod not to surrender its full powers to other institutions ; we 
summon it to repnl these laws of the provindal synods, contrary as 
they sre to the Church’s faith. It must not be that the Gospel be 
Bmjred.or nolliffed by human laws, 

(S) "Th* Church’s ministry is spcdally endangered in that pastors 
snd churdi offidalt are bdng persecuted because they are not able to 
follow the group which at present rules in the Church. The 
minittiy ia subjected to such pressure from men that the servants 
of the Word arc in danger of Waking the command “ Man must 
obey God rather than men ” ; they a.e in danger of becoming ^ 
servers of men. Wc summon the National Synod to aaseit the full 
freedom of the preaching of the Gospel and of its bearers in 
preaching of the Church most not serve human 
In this grave hour, when we arc forced to matr this protest by 
t^hcavy trouble of our consdenccs, we promise soleaan^ before 
<Jod to use aU our strength that the good tidings may be preached 
ChU**” “• •* **** revdation of the living God in 


opposition of the pastors was led by Dr. Niemaier, 
*B^n pastor of indubiuble patriotism. The conflict, 
however, went generally in favour of the Reich brahow 
St« 
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tid i ftil — —d sppMm^AmBOfvd 
kf inflaeniid Gmoauk Ouirtim, iadad&Bg sonc Mops 
tilt WMkme draiduaen beaiM Mckwljr. ibnaidL 
Dr. Kimmc, m ofidal ktder of the Borlia hcaadi «< the 
Oemwk Qoutum, demanded the eMmiMtino of the CMd 
Teetmaent, cd dm C^ndfiz, aad of ** anpentitioos portiotte ** 
of die Near Teatatment, aa wdl aa the mdikaa af^dicsdon 
of the Aipaa pangnph within the Chtirch. 'Ihe Reldh 
hidi^ waa graveljr dittnrbed and denounced Dr. KniM«*a 
apecdw de{doriaig the attack on the Bible. !%« oondkt 
increased the memberahip of the Pastors* Emergency 
Leagoe, vdiich rose rapidljr to about 7,00a Dr. Krauae 
wse diamiaaed. The Reich bishop tried to form a 
moderate cabinet ; and revoked the Aryan para g r aph - " 
a great concession. By the end of November, Imwever, dm 
Reich biahop was isolated. He was not a strong mao, had little 
grasp of thoilogical principles, and gave the impreasion of 
wavering. He lost rhe confidence of the German Chnatians 
by giving in to their opponenta, and yet failed to secure 
that of the orthodox pastors and laymen. He was obliged 
to sacrifice his principal supporter, the German Christian 
Bishop Hoseenfelder, who resigned all his offices. But in 
spite of this the South German bishops opposed him, and 
the attempts to form an ecclesiastical ministry (or cabinet) 
according to the constitution were a failure. The Reich 
hiaht^ then moved further along the German Christian 
path ; and there seems reason to believe that he gained the 
support of General Goering, head of the poHce of Prussia. 
On December Z2 he signed an agreement with the leader 
of the Hitkz' Youth which led to the destruction of any 
independent youth movement in the Church, involving 
700,000 members of the Evangelical Youth organisation. 
On January 4 he re-imposed the Aryan pragraph and 
prohibited all public oppodtion, on pain of immediate 


3*9 


The ChurcE im ihe Ttdrd SseidE 

The ittifc cofltmned iijulwted. In 
it wM confident^ expected that Bishop MflUer wilid In^ 

obliged to »tire,that a new Rekh bishop wo^ be nppoil^ 

and a church goremment of a mediating ku»l set up. Oil w 
Janoaif 14 the Sooth German bishops were stated to law 
expressed thor entire lach of confidence in the Reidi 
bishop. The deadlock remained till January 25. On that 
day Hitler recdved the Reich bishop together with repre- 
sentatives of both sides, but the hoped-for settlement was 
prevented by General Goering, who came in unannounced, 
brin ging against Pastor Niemoller, who was present, charges 
of indirect conversation on the telephone, as reported by 
the secret police. The opposititm failed to persuade Hitler, 
who made an eloquent appeal for unity. 

The breakdown of the conference with Hitler was fol- 
lowed two days later by the sensational collapse of the 
South German bishops. The following is the official state- 
ment issued by suthority of the Reich bishop : — 

On Sstnrday, Jannary ay, the Reich bishop invited all the leaders 
of the German Evangelical Church to a conference. Aa a sequel to 
thia conference— which waa long and was carried through with com- 
jdctc unanimity— the following declaration was given out by all the 
provindal leaders of the German Evangelical Church ; — 

Filled with the impressions of that great hoar when they were 
aisenibicd in the pretence of the Reich Chancellor, the church 
leaders of the German Evangelical Church onanimoualy reaffirm 
their nnconditional loyalty to the Third Reich and to its leader. 
They condemn most severely all acts of criticism against the. 
State, the people or the movement which are capable of endan- 
gering the Third Reich. They particularly condemn the use of 
the foreign press to make the disagreement in the Church falsely 
appear to be a struggle against the State. All the Church leaders 
stand united behind the Reich bishop and intend to carryout his 
instmetiona and orders in the spirit that he deures ; to crush 
the Church political opposition to him ; and to es fblish the 
authority of the Reich bishop by all constitutioaal means. 

It is said that the South German bishops received a 
very positive assurance as to the withdrawal of the Aryan 
paragraph, and possibly other concessions were made. But 
5JO 
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dwAi iw ^ attamthea^ ti aftttharii^, and ior i)ie 
ninwWalig al fatcoi la tAa iatarem td ^ Btase> laade a 
lanlbiaad aad pnbiUf dedinve 
ThaldAopt have tiirreBdered*-<^ot tbe ofipod^ 
paama contin ue s. Tbe extent and intensi^ of that oppo- 
i iri aa» tune akoe will show. Dr. Niem^dler and 50 paaton 
w«^ tospended on Jantuiy 18, and since then othia pro* 
aaineBt leaden have been removed or deposed. Yet even 
thoogh the Fkaton* Emergency League in whole or In part 
may be dusolved, as a result of a systematic suppressioDt the 
of^xwttkm is not likely to cease. It is too firo^ based on 
religions principles ; and there are those among its members 
who are ready to show the spirit of the martyrs. The oppo- 
sition, it must be repeated again with great emphasis is 
spiritual in character, and makes no attack on the National 
Socialist regime as such. Indeed practical^ all the memben 
of the League are staunch political supporters of Hitler. 
How far the members of the opposition will be able to 
remain a part of the Evangelical Church is still in doubt. 
How far they will be allowed to separate themselves to form 
a free Church, if so desiring, is also questionable. But 
the witness of the opposition pastors to spiritual freedom, 
at whatever cost, renuins superb ! 


IV. The Office of Reich Bmhof 

G reat indeed is the contrast between the attitude of 
the pastors and the system for which the Reich bishop 
stands. 

In speaking of the Retch bishop we most not fail to 
realise his extraordinaiy position. The Pope has behind 

• It iboold be canoed that a majoriw of tbe bkhopt were Oemaa 
Cbrietiaaa who had been tn^oaed npon their dioocace, often ageinet the 
wiB of die paetoit. But the who now turrendeied were thoae 

who had U^ecto withmood the Rdch bishop. 
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FithU the Clu«d4 the corpM itt 

and Cottocilt. Ena when he tpeab »> ihe 

tn&Sihk tetcher of the Chorch he is guided bjrher doctnae^ 
law, and bf his aniQr with the EoQtsn 
hifTSKhy thxooi^boat the world. The heads of the othw 
Churches, (or instance the Anglican, have also received a 
sacred tmst to hand on. The Reich bishop of the Gerapao 
Chnrch, however, is in an entirely different position. He 
has c<Miie into existence as the result of a revolution that 
has completely swept away the constitutional function of 
the German Protestant Church, and that seems to have 
given him, in accordance with the National Socialist prin- 
ciple of leadership, the power to determine, accordu^ to 
his own insight, or lade of insight, its new constitutional 
foundations and to build up a fresh organisation upon 
them. He appoints and dismisses at his pleasure both the 
bishops and the ministry of the Reich Church. Together 
with his ministers, he lus authority to male laws and to 
revoke them. He is now the dictator of the Church in 
spite of the fact that many of the bishops outside Prussia, 
and more than seven thousand pastors, had declared that they 
no longer had any confidence in him. The impetus of the 
National Socialist revolution and Hitler’s confidence have 
carried him to this high position. As the National Synod 
has formally nominated him for life, no one possesses the 
legal power to remove him. His doctrine is, however, 
inevitably influenced by the enthusiasm of the National 
Socialists, which he regards as “ faith.” For him, even 
though he docs not clearly say so, Hiller is the God-.«ent 
leader of the nation ; the revolution and the new God-given 
foundations of national life have taken the place of the Old 
Testament. 

A tremendous responsibility rests upon his shoulders. 
The political opportunities of State life are not, and can 
never be, the governing principle of the Christian Church. 
The acceptance of a purely secular principle of leadership 
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Ift OmocK fife Is ptcrriiig s soorce of inemedisble tronlie. 
Bat dutt fe noddof comi»red to die intnunoa of Hatfelul 
Sbdtfism into the doctrinal and spiritnal life of the CSmucIl 
H ie ide^Um of the llurd JBLoch is now linked with the 
Kfegfiom ^ Christ. The Aryan Irasis of natknnd fife is 
consida'ed to be the sacred fonndation of a spiritual com- 
munity. In Germany the universal conception of Chris- 
tismity is to-day overshadowed by a natioiud conception. 
Hie essential difference between the life of the Church 
and a pusing phase sudi as an existing form of national life 
is no longer recognised. Hie unity of the nation is regarded 
as the basic law of the Church, which implies that the 
Chnxch must sacrifice her own ideals and throw her life 
in all its fullness into the great surging stream of National 
Socialism. The totalitarian claims of National Socialism 
are admitted, not only in the sphere of action, thinking and 
planning but even in the deepest convictions of the human 
heart. 



INDIA : TOWARDS THE GOAL 


T he chief event of the past three months in India has 
been the earthquake at the beginning of January, 
which has devastated north-western Bihar and Nepal. 
The latest accounts show the damage to have been even 
greater than was at first anticipated, and a high ofHcial in 
Bihar is reported by the StaUsman as saying tlut crores of 
rupees will be needed if adequate reconstruction, as distinct 
from immediate relief, is to be achieved. India’s response 
to this catastrophe has been prompt and generous, adver- 
sity, as usual, luving proved the occasion for a slackening 
of other tensions. One of the most prominent relief 
workers in Bih.tr is a Congress leader only recently released 
from jail, and many political opponents of Government are 


co-opcrating heartily with district officers in the administra- 
tmn of relief. Pandit Nehru, it is true, has attacked the 
Government of Bihar and Orissa for alleged supineness in 
the first days, but his rather envenomed charges, effectively 
traversed by the Statesman and other papers, are quite 
unjustified, 1 he IcKal Government’s enterprise in arrang- 
ing an aeroplane .^urvcy on the day after the earthquake 
IS only one of tlic details that go to show commendable 
earnestness and promptitude, particularly if it is remem- 
f^red that its f)wn headquarters had suffered severely and 
That communications of all kinds were broken 
The chid roll, id crent, ef ,he ,„„,cr have W the 
of the Re.er.e Bank Bill and the conduaion of the 
eominetcial negotiations with Japan, Both are of Sret- 
rete .mpottance and the lattet may be said to math an 
ep^ in Indta , progress to autonomy. A special session 
of the fWembly wss held in November and Decembei foi 



oeftiUUtitxm of dv Reienre Bank Bill. It is nCit imSEd^ 
dist antnma sessions wffl become a regnhr featitle of tlie 
Tear. So for tber have been coavaM foe 
apedal pnrposes, bat the harden of legislative and othet 
work is increasing steadilf and the old allotment of sessions 
is probabty inadequate. 


I. Thz Rzservz Banc Bill 

T he Reserve Bank Bill as passed by the Assembly in 
December professes to make only “temporary pro- 
vision on the basis of the existing monetary system “ and 
leaves “ the monetary standard best suited to India ” to 
be considered later. Sections 40 and 41 express this by 
setting out is. 6Ad. and is. 5Hd. as respectively the 
Bank’s maximum purchase and minimum selling prices for 
sterling. Shares are allocated to five regional registers, to 
prevent undue concentration of influence, and a similar 
purpose lies behind the provision that no shareholder may 
exercise more than ten votes. Concern for the Bank’s 
independence is further expressed in Section 4, which 
admits shareholding persons or companies not domiciled 
in India to full shareholders’ rights only if their domicile 
is in a part of the Empire which does not discriminate 
against Indians, and then only for the period of their 
residence in India. 

The political importance of the Reserve Bank legislation 
arises from the contents of paragraph 32 of the introduction 
to the White Paper. This declares the proposals relating 
to responsibility for the finances of the federation to have 
been based on the assumption that before the first federal 
Ministry came into being a reserve bank would have been 
set up and would be already successfully operating. It 
may be said that this declaration governed the coarse and 
thb outcome of the Assembly’s proceedings. Whatever the 
objections to the form suggested for the Bank, or to the 
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appiiSBt placed on fotare l^alatiivea regard^ 

iu amciidaent, it remained dear that Hu Majes^ 
Oovemment the prim* existence of a fnnedoning 
reserre bank to be an eaaeotial prelimnuuj. Hence no 
partjr leader was prepared to take the reaponaibifit}' of 
allowing the measure to be thrown out Every effort n^ght 
be, and was, made to secure as much change as possible, 
but the optimism regarding the final outcome that pre- 
vailed from the beginning in official quarters was justified 
in the event ; for though there were ups and downs and 
critical divisions, the final passage of the measure in a -not 
nnaatisfartory form was assured before the end of Ae 
session. 


Conditions were thus very different from the hectic days 
of Sir Basil Blackett’s Bills. Much the same arguments, 
however, reappeared, and the same passions, though at a 
lower temperature. 'Ilie chief Opposition effort, as was 
to be expected, bore on the ratio question. An agitation 
directed definitely towards currency depreciation made 
UseJf prominent under the aegis of a body known as the 
Currency League. Its propaganda was plentiful and violent, 
but in the event may be said to have miscarried. A 
significant difference from the disputes of former years lay 
m the weakening of the almost magical merit that used to 
be attached to is. 4 d. More than one prominent Indian 
emerged on this occasion to declare that while a case could 
be made out for devaluation, there existed no peculiar 
vinuc in IS, 4d.,a8 against is. 6d. or any other figure 
^an commercial, as distinct from financial, inters 
^ more inclined to recognise the dangers of severing 

m ^ T cominuing advan- 

tages, merely for the Mkc of conjectural and at best tem 
po^ benefits to trade as a result of depreciation. 

ihe Mtio and connected questions in India have in 
put (,o„ ,h, tlut c,™ „e' 

Chilli, t “d 



mm ^ am . ' . !«§■ 'm 

tSktt it^/rn dmem Hikpsi^ito, |»‘MeMi« 
«af ' 4 (gf0e ef 4 etKk«d odOMderatietK B«t dto mam 
Mamamoiai lM« pcodiioed mm» kidk«ti<»«^ thct In^ail 
poffitieal ^inioa, hamevtt Biis|ndetis of €3i^ or IrhislL 
incerescs, has b^on to saspeet that there are forces in 
India ahto not altogether disinterested. On Nos«nher 24 
a ivo^i^ottgress Delhi paper attacked the polic7 of the 
Currency League in tmmeasnred terms, describing it as 
**one of those bodies which a small caocns of finaimul 
magnates brings into existence overnight to carry on pro- 
paganda in the name of the people for the furriterance of 
their own selfish ends.” Such pitmonncements, apart from 
their actnal merits, are indications of an mcreasing sense 
of reality on the part of the more vocal elements in India. 

The main snccess secured by the Opposition in the 
Assembly was the carrying by a small majority of an 
amendment directing the establishment of a branch of 
the Bank in London. The motive force behind this was 
the distrust of the City already mentioned. It was fek 
that if the Bank entrusted its London operations to the 
Bank of England its independence would be inevitably 
compromised. 

Since the Bill provides for the maintenance of the existing 
sterling-rupee ratio, the main vote on the ratio question 
was taken on an ingeniously worded amendment to the 
effect that gold or sterling should be sold at the legal rate 
in force on the day before the ratio clause came iato 
operation. Three promiuent participators in the Bank Bill 
discussions in London in the summer, Sir Cowasji Jehangjr, 
Dewan Bahadur Ramaswatni MudaJiar and Mr. Mody, all 
spoke in support of the amendment, contending tb^t it 
was in no way contrary to the letter and spirit of those 
discussions. This attitude brought forth out^x>ken con- 
demnation from the European members of the House and 
was rejected by the Finance Mwnber in a 90-Bnnute speedi. 
He emphasised the fact that the amendment was practical^ 



lodia ; Toirards the Goftl 

ss isnuttoB to specakton. It was a IMMeilt 

iriiea he reveekd that an niucnipalous attempt ImmI jMNn 
to caoae floctuatuHts in the exchange deapatdbii^ 
to a news agency a forged ktter, purporting to emanate 
from the Finance Department and bearing on the matters 
at issue. The release of this letter was prevented tmty 
in the nick of time. Had it appeared in the press any 
interested parties who had been forewarned would have 
scored heavily in speculation. This revelation almost 
certainly contributed towards the substantial majority 
against the amendment, but even without it the Govern- 
ment would probably have won ; the amendment was too 
ingenious and the invitation to speculators too apparent* 
The Council of State has yet to pass the Bill, but there 
seems little doubt that they vrill do so. It may be said, 
therefore, that one at least of the preliminary conditions 
for the reforms has been fulfilled. A review of the session 
leaves, on the whole, an encouraging impression, for this 
attitude lus been met and overcome not by /orc^ majeure 
but by reason and patience, and even at the most acrid 
moments there was a feeling that the Assembly had re- 
tained touch with reality. 


II. The Cotton Negotiations 

T he agreement reached between the representatives 
of India and Japan concerning their trade and tariff 
relations links India’s imports of Japanese piece-goods to 
Japan’s imports of Indian raw cotton by means of a basic 
quota, the figures being respectively 325 million yards and 
one million bales, with provision for upward or downward 
variations. Re-exported goods will be deducted from the 
figures of imports. The quotas are dassihed into cate- 
gories, to which percentages are allotted. The countries 
wll accord each other most-favoured-nation treatment* 
should any modification of either customs tariff affect 



. ilicwBMB of tiko <<iMff-’Oft<titiify^ oAvts 

ifffiWfladeioiiidanB^ TheGovtfBsoeiitttf 
'wffl fOtnadke ifg^t to impose or Tuycostoms rttm sb Wtto 
ooRwet tike effect of flnctoations in acdunge viliK ol liie 

pen, end Japan will exercise a cmresponduig' n^t slioald 
die rupee fi^ below yea. Subject to other promkms 
oi the agreemexit, Indian duties on Japanese piece-goods are 
not to exceed 50 per cent, ad valtrm, or 5^ annas per 
pound. 

There might have been attached to these prolonged dis- 
cussions the legend hope deferred,” for it took three and 
a half months before any agreement emerged, and at more 
than one stage a profound pessimism prevailed. It is 
agreed that the Japanese showed themselves skilful and 
persistent negotiators, but the Indian press and other com- 
mentators allowed themselves free condemnation of what 
was termed Japanese intransigence. Originally, in opposi- 
tion to what from the first had been a main Indian conten- 
tion, the Japanese refused to link their piece-goods exports 
to India with Japanese purchases of Indian cotton. When 
this was formally accepted in principle by the Japanese, 
arguments and discussions on quota details began. The 
announcement that the quota basis had been established 
was made on January 4. 

The more extreme Indian newspapers condemned the 
agreement as too favourable to Japan. There entered into 
this attitude the invariable ingredient of opposition to 
anything done by the present Government in India. But 
allowing for this, it certainly seems to be the case that Japan 
has come out well and recognises it. The Indian attitude 
towards the Japanese at present may be said to be one of 
half resentful admiration for qualities summed up by a 
Punjab paper in the description, “ prize bluffers.” An 
element of bluff enters into all negotiations, and skill at 
poker and diplomacy have been said to go together. The 
Japanese have certainly made good use of this faculty. 
Part of the delay is attributed to the fluctuations of the 
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the chief J«i»ne 8 e bluff h^ pa* »P «elV/^»^ 
tune for « itadj of the dollar’s vagaries aad 
ttt future- How far would the dollar go? CW 
d e pr e datio" be used to screw better terms out of.iad^li 
Such jwoblems no doubt exercised the minds ^ the 
delegation, but it is very doubtful if there was ewer 
say prospect of their going away without completing: an 
^cement, for the Japanese are realists and the Inc^ 
market is essential to Japan. A common Indian criticism 
of the negotiations is that the Government of India showed 
their hand too early and thus encouraged their more skilful 
opponents in their bidding. At one stage prominence was 
given to the denunciation by Osaka millowners of the 
negotiations and their threats to boycott Indian cotton. 
Tlie Indian response was immediate and instructive and 
not lost on the Japanese. General Indian opinion was o«tr 
spoken. A Lahore paper suggested that the Indian delega- 
tion should give the Japanese “ a bit of their mind ” and ask 
them either to concede reasonable Indian demands or 
“ pack their way to Japan at an early date.” 

'Hie quota system of national interchange has thus scored 
one more success, an interesting illustration of how far we 
have departed from the free trade conditions of half a 
century ago. It would seem as if tariffs led inevitably to 
quotas, and quotas to barter. More than one Indian news- 
paper has hinted at this sequence. Perhaps another general 
reflection is that the most-favoured-nation system does not 
accord well with quotas and has manifest drawbacks when 
claimed by a powerful competitor in one’s own domain. 
'Dus has been felt elsewhere than in India and found pointed 
expression in a Calcutta paper on December 21, The 
result of Japan’s being given the most-favoured-nation 
treatment waa declared to be that she was “ allowed to kill 
our national industries.” India can offer many fields of 
research to the economist, and possibly the best field of 
experiment to-day is the handling of commerce and tariffs 
aad their effects on the life of a country. 
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. ' 4 wmyyil Ae Aitwwih^ JBii fnii^itt 

thft' lm aA WBghi: iOaaiMttt ladun 8eM|t»«M«i m 
Wkf^ it is shoidd Ae kuiaal 

inifhfipB <tf tbtt afnettent fae isMUTcd for l^Msleot 
Sir jmefk. Mkonl* cspluMtioa tiutt Indk is a«t fct aa 
iaienuMionat: tuuc aad 1 m araozance tbat dure uilli be su> 
akaatka of die tenna bave been viaited hy the joiiit coor 
demnafion dut Zndta could aa well sign tlJa agreement as 
die Vaaeilles Treaty, wkich bears her name, and dut if there 
are to be no chan^ made whjr insist on signature in die 
United Kingdom ? “ The fact is,’* declares the Tributu^ 
“ that India acquires an international status just when it 
suits Britain’s purpose to assign that status to her.” The 
same paper asks why the Government should not in any 
case “ anticipate the future by a few months,” an interest- 
ing aideli^ on its expectations touching the advent of the 
reforms. 

Along with the official Indo-Japanese negotiations un- 
official discussions with representatives of Lancashire 
cottcm interests were initiated. The latter made much 
better progress, and certain agreements were reached. 
These, of course, carry no valid force since they require 
confirmation by the Governments,* but the fact that Indian 
and Lancashire commercial interests have come together in 
discussions of this sort has been recognised as a considerable 
st^ fmward. The chief points in the agreement between 
Sir William Qare Lees and Mr. Mody are that any advant- 
ages extended to British goods in Dominion ox other markets 
shall be extended to Indian products, and that when the 
Government of India removes the general surcharge on 
imports imposed in 1931 Indian textile interests will not 
seek the imposition of further duties on United Kingdom 
imports. The agreement was vehemently denounced in 
Indian narionaUst newspapers. The Hindustan Timesy for 

• On Febmary 3 Sir Joseph BHok introduced s Bill gtring effect both 
to dte Indo-Japan^ agreement and to the Midentandiiig witkLaoaubire. 
— Editoil 

W 


lil^ the Goal 

emmpief dednet Hm Mr. Uoij **haB a gift to 
lihe laacaabifc dd^tioo,** reedring nothing in ret*^ 
and ediorta the Bomhay millownera to repudiate him- 
Mndi die tame attitude found exprcMion in other parta of 
die amntry, but if u not impoesible that time will operate 
here in the aanie way as in the case of the Reserve Bank. 
When the general trend of economic intercourse is appar- 
ently from competition to arrangement, the desirability of 
investigating such possibilities between India and Lanca- 
shire can hardly be contested. 


III. Aimy Finance and Other Problems 

A nother topic arousing much interest, though not, 
like the Reserve Bank Bill or the Indo- Japanese agree- 
ment, the occasion for actual discussions or negotiations in 
India, was the report of the Defence Expenditure Tribunal. 
This suggested an allotment of the “ overhead ” costs of 
the army in India between Great Britain and India in 
proportion to their respective military establishments, 
together with a general contribution by Imperial to Indian 
revenues, which has since been assessed at million a 
year. It was further proposed that India should not 
contribute to the cost of the regular or supplementary 
reserve forces, and should continue to be paid a subsidy 
towards the cost of transporting troops by sea. The net 
result is a gain to India of about two crores of rupees. 

Comment and condemnation have been high-pitched and 
at times almost divorced from reality. The subject has long 
vexed Indian political opinion, and there enters into Indian 
pronouncements on it the unprccise but powerful complex 
of status. There is a suspicion that Great Britain is using 
India as a convenience, not treating her as a partner and an 
equal, wth the result that every detail of the award has been 
scrutinised for flaws, and any synoptic view is lacking. The 
fri^iu dismisses the two crores adjudged to India as a 
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IV g«^ aignneat sUTta fsom declacttkA u tV 
rcpoct itself that the British Anii7 m India pturtalces of the 
native of an imperial reeerre, and that India affords the 
best training groond for Briti^ troops. Conseqaentljr, it is 
argued, all oMt not purely relative to India should be borne 
on the British estimates ; at the very most India should be 
debited with only the cost of Indian troops equal in number 
to the British troops maintained in India. The refusal to 
give the award retrospective effect is condemned as unjusti* 
fiable, and as indistinguishable from the repudiation of 
obligations at which British hands are so apt to be raised in 
pious horror. Finally suspicion finds a convenient point of 
attack in the failure to publish the exact text of the report 
or the full notes of the Indian members. It is peculiarly 
unfortunate that what is really an Empire problem likely to 
prove of the utmost importance in a possibly not very distant 
future should be regarded as on the level of a market-place 
bargain. To some extent this was inevitable. The griev- 
ance has existed too long not to have accumulated an over- 
growth of opinions and prejudice difficult enough to pene- 
trate at any time ; and the composition of the long-delayed 
tribunal, interpreted as an indication that the authorities 
intended to keep in subordination the Indian interests 
vitally concerned, gave suspicion a good start. 

For the moment the Government’s acceptance of the 
award holds the field, but it would be inadvisable to con- 
sider the issue as closed, still less as happily settled. The 
indications are that the Indian governments of the future 
will return to the charge and press for the settlement of an 
Empire problem on an Empire basis. 

The general political arena during the quarter has been 
remarkably quiet. In more than one quarter, feelers were 
put out for a summoning of the All-India Congress Com- 
mittee, particularly from the right wing elements. The 
Government, however, made it plain that they would 
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etmiider inf fonml of tt bodf stifi comBoksei to 

civil (fiMbeifieiice a* as isfractioB of the kw, as 
that waa coockmued in mOTc than one sacionalnt p^per as 
at osce tTnmucal and foolisL 
The latter criticism was based on the following reasoning. 
Oalf a formal resolation can alter a Congress pdlk^ fcnm' 
alfy adopted in the past. It is practicahjr certain that 
were the Committee free to meet, a strong move would 
be made to renounce civil disobedience and embrace, 
if not actual co-operation, at least some less negative and 
oncompromtsing attitude. By destroying the possibility 
of any formal renunciation, the Government at the same 
moment denied the possibility of inflnence to the right 
wing element in the Congress, with the result that the 
Congress movement and Congressmen will remain chained to 
the eccentric evolutions of Mr. Gandhi and Pandit Nehra. 
Neither of these authorities, it may be noted, welcomed 
the suggestion to call the All-India Congress Committee. 
Reasons are freely attributed to both, not all of the most 
creditable kind. Since the prestige of both would be 
seriously affected a formal renunciation of civil disobedi- 


ence, it is to their interest to prevent such a declaration. 

it is difficult to sum up in a phrase the present condition 
of the political world. On the surface there is practically 
nothing. Below there is considerable turmoil, but it is 
as yet sporadic and undirected. It was suggested in an 
earlier issue of The Round Table* that the advent of the 
White Paper was the ultimate governing force in Indian 
political movements and oscillations. The passage of six 
months ius confirmed this impression, and a recent speech 
by Mr. Sastri has given it expression. In effect, what he 
said was : the Wlutc Paper is there, and the reforms, how- 
^r much we may dislike the details, are on their way. 
Wh« are we going to do ? What is our plan of campaign ? 

laiua politicl world today, not only the Uberals whom 
• Ste Tn Rockp Tmle, No. 92. September 1933, p. 807. 
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db«i«ae.«theraM^per<aia for omtf, at IrntJe ^f^en- 
tktOt -an the “thaatj that ii the v^iok of ladia tudtoa in 
ooodeaauog the Halite Paper et least a breather ^ be 
guaed (fanifig which some more po^ve comiaeB |^an of 
campaign maj be formed. Appeal baa bemi made more 
than once to the aoccess of tlm united Indian (^position 
to the Statutory Commlaaion. This policy of uniting on 
a BcgatiTe ia, however, really a counsd of despair, and its 
exponents come near to acknowledging it as such. It k 
by no means in the British interest that this state of mind 
should continue. Still less is it in the interest of India, 
and the warning has appeared in more than one paper that 
such an attitude plays straight into the hands of Sir Samuel 
Hoare’s die-hard opponents, who will say : if that is India’s 
attitude, who will work the reforms ? 

The end of October saw the formation, in the two most 
advanced provinces of India, Bombay and Madras, of 
parties indicating resentment at Congress’s purposeless 
drift. The Democratic Swaraj party in Bombay contains 
a strong Mahratta element, while the parallel formation in 
Madras is said to be backed by the editor* of ths Hindu and 
other influential men. A few days later Mr. K. F. 
Nariman issued a statement protesting against the con- 
tinuation of “ Mahatmic hypnotism ” and demanding a 
more practical outlook on a&irs. It is unlikely that the 
coincidence of date and effort is fortuitous. Pandit 
Malaviya intimated that he had a plan up his sleeve, which 
he would release if the All- India Congress Committee were 
summoned. This is not the first time the Pandit has 
referred to some private panacea, and a good deal of 
scepticism greeted his latest deliverance. The Pioneer ^ for 
example, twitted him with “sentimental endeavours to 
achieve the impossible. ” Discussions in the Congress press 
on political matters have shown a tendency to acerbity and 

* Mr. Rangaswami Iyengar, whose death was announced since "diese 
pages were written. — ^E ditob. 



can be 

n6r?iikitee«8 or irritadoa alwajrs prodn^ by ws t eti ^^ 
They do not know where they are, they fear th^ 
ifbmadvea in great ^ihcnlties, and yet no practice pdiky 
is pnt beiore them. Both Mr. Gandhi and Pandit Nehra 
have come in for severe criticism in the pages of journals 
where once they inspired nothing but approbation. The 
Mahatma is referred to by a correspondent in a Bombay 
paper as a “ quick change artist ” from whom ** self- 
knowledge has been cruelly wthheld.” Another publicist 
makes the charge that “ with Mahatma Gandhi at the helm 
of our Congress affairs we are never sure of our collective 
will and decision being respected.” 

Political India might be said to be in a state of mingled 
bewilderment and anxiety in the face of the steady approach 
of reforms and new conditions, which it may dislike but to 
which it has so far no alternative to offer. It looks around 
for a leader and a lead, to trust and to follow ; so far its 
quest has been in vain, but it would probably have been 
better for Great Britain as well as for India had it succeeded. 

There are many other points that might be dwelt on 
did space permit, for the political simmering leaves nothing 
unaffected. The depressed classes, the import of Mr. 
Gandhi’s harijan activities to the wider interests of Con- 
gress and India, the Hindu Mahasabha’s practical disowning 
of non-C{M)peration and its agitation against the communal 
decision and particularly the Poona Pact, the continuance 
of terrorism in Bengal and the consequent introduction of 
further legislation to strengthen the hands of Government 
there, the extensive remissions of land revenue granted in 
more than one province and the bearing of this on pro- 
vincial revenues and land revenue policy— these are but a 

Sire iJng treatment 

India. 

January 1934. 


„„ r*. 7'-" '«■ 


GRBAT BRITAIN : SOCIAL AND 
INDUSTRIAL REFORM 

T he principle of “National** government seeme to be 
finding some difficultjr in holding its own against the 
impact of opposing forces. Since the Liberals vdio 
acknowledge the leadership of Sir Herbert Samuel finally 
moved into Opposition, the Government’s parliamentary 
support, outside the ranhs of the Ministry itself, has been 
almost entirely Conservative. Newspapers both of the 
Left and of the Right have attacked the present “ merger *’ ; 
indeed it vtras the Tory Datfy Maihhat published a slashing 
denunciation of Mr. MacDonald and other champions of 
“ National ” government by the Socialist Lord Snowden, 
who may yet prove to be as powerful an opponent of the 
Government at the next general election as he was a sup- 
porter at the last. The favourite objects of attack by the 
Opposition press have been not so much the Conservative 
leaders as the Prime Minister and Sir John Simon. On 
the Right, the “ die-hards ” clamour for release from 
compromise with radicalism, especially in connection with 
India. The Government’s strength lies with the Con- 
servatives of the Centre, who fear that the result of a split 
into parties would be either a return of Labour to office or 
the establishment of a purely Conservative Government, 
dominated, or at least held in check, by the extreme 
Right. Doubtless sensitive to these movements of opinion, 
Mr. MacDonald and his colleagues inaugurated, vrith the 
new year, a persistent campaign of public oratory in sup- 
port of the National Government. TTie Prime Minister, 
however, has so far been accorded very mixed receptions by 
his audiences. 
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In a by-election at Cambridge on Febmaty 8, tbe Coi 
aenrativc poll fell from *3,347 at the general dectkm 1 
14,896, while the Labour poll rose from 8,55* to ii,i7 
Eva more striking, however, is the fact that the Liber; 
candidate recrived only 2,023 votes, thus forfeitiaf 
deposit, whereas in 1929, the last occasion on which 
Liberal stood for the seat, he polled 8,124 votes. 

The Government’s strongest card is still undoubted 
the disunity of the Opposition, even vrithin the Labm 
party itself. The Liberal party stands to pro&t I 
any reaction against protection ; but in any case i 
return to independent pow'r is out of the questim 
The Labour party has officiaUy set its face sternly againi 
co-operation with the Liberals, and is itself divided. T 1 
constant tendency towards a schism between the trad* 
unionist and the “ intellectual ” wings of tVt«» party ws 
manifested in the suspicion and resentment aroused in ti 
rank and file by Sir Stafford Cripps’s plan* for the use t 
emergency methods in bringing the socialist State int 
being. His proposals have now been definitely tume 
down by the party executive. Events abroad have incu 
cated in ^ British working roan a healthy distrust t 
dK^tOTships, which are wholly incompatible with th 
British ideals of democracy, freedom and the rule of lav 
n external affairs, the Opposition complaint is that th 
^vernment have failed to express clearly and decisive! 
Umish popular insistence upon real measures of d« 
armament. T 1 
ansvircr to that 
offers socialism h 
policy of letting 
certainly seems t( 
burden of its pre 
the Govcmmcm’i 


ic new aisannament proposals are a 
challenge. At home, the Labour part 
I the lump as the alternative to the genera 
capitalism heal itself— a feat which i 
0 be performing, however slowly— but th 
sent appeal to the electors is an attack oj 
8 social programme. 


• S« Tai Rovnp Tabu, No. 93. December ,933, p. ,48. 
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qf dit favottrite baffWidik pidwd <wtt by tl^a Q|^ 
\^pQitekwktke problem of honaing. **Qnucalapiithy ” 
ii aUKn^ the phrases used by a weU-known jowW 

aboot the Mbusto: ol Health, and even some supportan 
qI the Govenunmit, like 7 be ^imety have expressed a ceitM» 
nncariaess as to the adequacy of official policy. Brieflijr, 
^ position is this. When the National Oovenunent to^ 
office, govttnment assistance to housing took two main 
hums : the ^ Wheatley ** Act of 1924, under which a 
subsidy* of per annum for forty years was payable to 
local authorities and other responsible entrepreneurs upon 
each new workman’s house conforming to certain specifica- 
tions ; and the “ Greenwood ” Act of 1930, under which 
an aimnal subsidy* of ^2 5s. for each person rehoused was 
payable to local authorities for forty years in connection 
with slum clearance schemes. The Government, partly 
for reasons of economy, and partly in order to concentrate 
both financial resources and the energies of local authorities 
on what they considered the more urgent part of the 
problem, terminated the 1924 Act, while retaining the 
Greenwood rebuilding subsidy. They laid plans for an 
enagetic slum clearance programme, to be carried through 
by local authorities, taking powers to compel activity should 
the authorities prove reluctant or procrastinatory; and 
they initiated a scheme for a government guarantee to 
advances by building societies for rehousing purposes. 

The core of the case against the Government is the 
alleged inadequacy of the provision made for new houses 
to let at rents tlut working people can afford, f The 

* Hkm subsidies were rsried to meet nual conditioiis or spectsi^ 
t wqes t c d conditkms which made teoement buildings necesssiy. 

t The fital importance of keeping rents low is illustrated bjr the nuny 
medical rtpents that record an actual deterioration of health smot^ peopie 
taken oat of shuns and tcoommodated in local authoritj hmisrs simpb 
W a wse they have to pay higher rents snd so can afford less food. 
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dnm deanmce campaign does nothing to meet dns Inoaid 
problem^ for ahhon^ under the 1930 Act local anthorities 
mwt povide rehotuing accommodation for peo^ di»> 
placed on acconnt of clearance schemes, anf initial ^iacta{|e 
of houses nonld remain nnrelieved The slums canndt ^ 


abiduhed, as a malignant growth may be cat out of the 
body, by replacing a determinate number of bad old houses 
with new and better ones ; they are a general disease, the 
product of poverty on the one hand, and on the other a 
chronic insufficiency of houses. Several attempts have beat 
made to estimate the size of the actual housing shortage. 
Sir Raymond Unwin, past-president of the Royal Institute 
of British Architects, has estimated that, in addition to 
three-quarters of a million houses required to TnaV«» up an 
existing deficiency in terms of overcrowding, there are 
half a million houses not fit to live in, and another half 
million which “ fall below any decent standard of accommo- 
dation that any of us would set up.” The Times puts the 
rcqaircmcnts at a million houses at least, to let at an 
inclusive rent of not more than 10s. a week. 


Is this gap likely to be filled under existing conditions ? 
The five-year plans so far submitted by local authorities 
under slum clearance schemes contemplate the demolition 
and replacement of some 240,000 houses. This would 
represent a great advance on anything that has yet been done 
m th» Erection, but of course for eveiy new house there 
would be an equivalent destruction of former housing 
.ccon,™„dation Thm wiU b, a “ carT7-OT« ’• of 
hoouM ,0 be built under the eapiriug Wheatley Act. The 
rein«uder of the contribution of local anthoritieu in lihelv 
» ^ eery .mril-m the year ended September hut thi 
bnilt o^ i.ijd bouaee wthout aubaidy. That learnt 

“ I *11 of the presenT ahortng. 

* ^on or more honaea, bnt alao to tale care of the 

SfeXr'M W-htion, and to meet the in- 
itaWe proeeaa of deterioration in existing honaea. Some- 



'■ ' -T<i9-tnZ :-r;;n,.r'» 

m»§mKrht 0 fimMnm the eftMs ef iMiUfaleodeiiei 
«BNler the mme «f the 19)} Act^ bet medenMi nfwihiM 
dbee anc ea^pect inech hem doe poeubiUtp. Stffi leie 
■■Mpihif are the hopes tbst nnsnbsidiBed prmte batklhif 
wffl be adeqoate hr the huge task that has bees (H^nedl 
ia the six months to September last, it was response 
lor no more than 14*500 houses to let, and in all lor onlj 
29^000 of a type (according to the Minister) appro{»‘iate 
Iot die lower-paid manual workers. The Bishop of 
chester, appealing in the House of Lords for a more 
Tigewons lunising policy, aptly applied to the present 
situatian the Red Queen’s explanation to Alice : It takes 
all the running you can do to keep in the same place. If 
you want to get somewhere else, yon must run at least 
twice as fast as that.” 

Beside what may be called the technical aspect of the 
housing problem, there are certain general considerations 
that are even more forcible. Overcrowding and evil 
housing conditions are vile blots on our social system, 
fostering vice, disease and the despair that breeds revolu- 
tion. Over against the work of eradicating them, as yet 
unaccomplished, stand two and a half million unemployed 
men and women. The paradox of poverty in the midst of 
plenty was never so grim as this. Trade is improving, but 
it is still thin and sickly by reason of the diminished pur- 
chasing power that the army of unemployed betoken. 
Public works of the ordinary kind have been found too costly 
as a means of relieving unemployment, but in the case of 
housing some financial return is assured, while the social 
value is obvious. Surely, it is said, this is a splendid oppor- 
tunity at once to solve a social problem and to inject the 
wanted purchasing power into a flaccid economic system. 

The counter-proposals of the critics are varied. The 
Labour case includes, of course, the restoration of the 
Wheatley subsidy. While the subsidy undoubtedly stimu- 
lated hooring daring a period of grave scarcity and high 
prices, there are a numl^r of objections to it now. It is 
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taqpw M ifg. Tie pwee nt cepitd vdoe, at ^ per can** 
fy M year for forty year* is ® roi^y two- 

tUnii of the total coat of boild^ oon-parbar houses of 
the teqoiitd type today. The steady fall in bnildisg costs 
has desrty rendered the amount of the subsidy excesuTe. 
That consideration leads on to the second great objecdim 
to a general subsidy, namely, that it is paid not only to the 
** marginal '* builder but also to the local authority or 
prirate builder who would have put up the house tdthont 
the subsidy, or with a reduced subsidy. Thirdly, there 
ia the lasting objection that a subsidy penalises and 
dtscoarages private enterprise which, for one reason or 
another, is not in a position to qualify for it. 

For these and other reasons, including the popularity 
of “ planning ” as a primary dogma of political economy 
the idea of a national housing organisation has been gaining 
ground. Sir Raymond Unwin and others put before the 
Moyne Committee* a proposal for such a national board, 
operating through independent public utility societies. 
The financial basis would be a government guarantee of 
the principal and most of the interest on a housing loan. 
The Committee, not being convinced that the proposal 
would involve no public charge, regarded themselves as 
precluded by their terms of reference from recommending 
its adoption. However, they thought it desirable to 
indicate why, on the information before them, they would 
have come to a similar conclusion even without that limita- 
tion, f First, private enterprise vrould be exposed to a 
new form of subsidised competition and would be effec- 


•For a of the Moyne Committee’s report see Tai Round 

“’.“"‘l'" r»>po~k to lb GorjSort 

poB^ a*ich WM to rely tn the main on competitive private entemri» 
to pro^ a new aupply of accommodation for the workin/claMea.*’ ^ 
fT^Libeml memben of the Commitiee-on wLh the Labour 
Oppoaitiim tm not represented— appended minutes of dissent fmm 
pasiSCes dealing with a national hooriVirauthority ^ ^ 
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tmty ^^ccwBtecI :fRMlk entering tke 'fidd ^iC wortatfdaw 
kmu^. 11x9^ ooflld therefore reoammeiid lix fiopo w d 
ooty U the tnae had come wdien the pravnton oftvraihtii^ 
dan honses meat become finalljr and ezdnait)^ the 
hmedon of public authorities, and the)r refused thus to 
assume that the Government’s polic7 was a failure. More- 
over, even if private enterprise shonld fail, die Committee 
were not satisfied that the appropriate remedy was not to 
be found in the provision of unsubsidised houses by Iqcal 
authorities. As between administration of housing service 
by local authorities, and its administration by a new central 
and local public utility organisation responsible to Parlia- 
ment on major issues of policy, an important question 
of principle was clearly raised. The Committee’s opinion 
was that no sufiiciently strong case had been made to them 
for the creation at this juncture of such a new organisation. 
However, they incorporated the principle of the sugges- 
tions made by Sir Raymond Unwin in their proposals 
regarding reconditioning, which, they thought, would 
afford an opportunity of increasing the potentialities of 
the public utility society, operating within a limited field 
and properly co-ordinated with existing agencies. 

This rebuff has not daunted the advocates of a national 
housing authority. Their case, in brief, is that a national 
scandal demands national responsibility and a national 
effort ; that private enterprise demonstrably cannot pro- 
vide the cheapest workmen’s dwellings on the scale re- 
quired ; that local authorities are usually slow and often 
incompetent ; that the economies of mass purchase could 
be effected and experience could be pooled ; and that the 
kwest possible rate of interest — obviously a critical item 
in housing finance — could be obtained. In connection 
with the last point, some exponents of the scheme call for 
a national appeal on a semi-charitable basis, in order to 
raise numey at a rate of interest well below the accepted 
eotmomic level, say 2 per cent. The controversy goes on, 
nor will it end until — by some means or other — the terrible 
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«i4l <rf bad koodiogcoDditiess m eradicated from oor foc^ 
Ule. The acme of poblic reaponaibUity is growizig de^Mr, 
and the Government will obviously be coniting dangor if 
they pay no heed to the demand for a more heroic pdicy. 


II. Unemployment Insurance 


T he continuance of large-scale unemployment gives 
the Opposition another target for their attacks on the 
Government. On December 5, the Unemployment Insur- 
ance Bill* passed its second reading in the House of 
Commons by 435 votes to 81, but not before it had been 
subjected to criticism from a number of different quarters, 
Ike list of complaints against the measure that was given 
in the last issue of The Round Table has since been 
considerably lengthened. Mr. Greenwood mentioned some 
when he moved the following amendment on behalf of the 
I^abour Opposition : — 


Hut this House declines to assent to the second reading of an 
Unemployment Bill which fails to recognise that all the victims of 
the unemployment which is involved in the modern system of 
industriai capiralism are entitled to equal and honourable treatment 
and maintenance from national funds so as to preserve intact their 
vsJuc to and status in the community. 


Mr. Greenwood alleged that the allowance for out-of-work 
juveniles was rniscrably inadequate; that nothing satis- 
factory was being done for agricultural labourers and 
^mcstic servants, while » the black-coated worker was to 
be allowed to continue to rot in suburbia with only the 
p^r law before him if he feU on bad times » ; that the 

r 1° P«™«nently on the insurance 

system rates of benefit imposed two years ago; that, so 
far from freeing the able-bodied unemployed from the 
sugma of the poor law, it centralised and intensified the 

.93?p: Txaiu. No. 93. December 
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jMgl to higr^ to pgy « penajr of tho oo»t of xdlel to. 
ll»44a|o^odi«id^ mure treated ; . 

.O^dier crilaciBnu thet have been made on both aide* 
td the House indode a protest against saddling the 
fond with debt incurred, so it is claimed, largely op accoiimt 
of relief payments which ought not to be charged to the 
finances of insurance. Mr. Chamberlain retorted that as 
much as ^^76,000,000, out of a total debt of 15,000,000, 
was incurred in the two years following April, J930, when 
the Exchequer had already assumed responsibility for all 
payments to the unemployed who could not prove their 
right to insurance benefit proper. The Chancellor said 
that he could not conceive a worse way of starting a new 
fund on a self-supporting basis than to suggest that it did 
not matter what debts the fund ran up because in the 
end the State would bear them. With regard to the local 
authorities, who claimed to be relieved of all charge in 
connection with the reh’ef of the able-bodied, and who 
protested against contributing to a service in whose 
administration they were to have no part, the Chancellor 
urged that they had been very favourably treated in the 
Bill. Of their present expenses in that connection, 40. per 
cent, were to be taken over by the Exchequer, without 
any readjustment of their block grants, with the result 
that, in sum, the Exchequer would now pay 95 per cent, 
and the local authorities only 5 per cent, of the cost of the 
relief of the able-bodied unemployed, outside insurance. 
However, in response to urgent pleas that the cost of un- 
employment relief would still fall with inequitable severity 
on the distressed areas, the Chancellor later announced a 
concession, whereby the present special grant to necessitous 
areas would be deducted from the cost of local unemploy- 
ment relief before reckoning the 60 per cent, payable by 
local authorities to the Exchequer. This represents an 
allowance of about £^00,000 a year to those areas. 

With regard to the provisions for unemployed juveniles, 
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of Ufaow (kdared thft die Goinenonm 
opposed to wiut might be cafled " deles te 
diildm”; thep thoi^t it fair, howerer, that the putaMs 
of «Bem|doped Uds or girk, if themselves oaemplo^ sod 
iasared, dioiild receive a special benefit. Hie real object 
of those provisions was not financial at all ; it was to make 
SMe of getting hold of the children so as to give them 
indastnal training while they could not find work. The 
Government gave an earnest of their determination in this 
field by agreeing in Committee to take powers to compel 
rductant local authorities to provide sufficient training 
centres. 


More than one Government spokesman strenuously 
denied the accusation that the BiU perpetuated the present 
of unemplojment benefit. On the contrary, within 
w limits of their instructions to maintain the solvency 
of the fund, the Unemployment Insurance Statutory Com- 
mittee would have complete liberty to recommend to 
Figment what changes they pleased. If there were a 
^Ju*. they could, if they wished, dispose of it by b- 
^g benefits, or otherwise, for the advantage of the 

not to mtit , p„i„, „ ^ 

“niounting to ^ 

rio^^- r "“'t '■r “ ">a«on 

mammum of 26 weeks for • l ^ present 

contributions. This enlarttmentlfTh^ ^ ^ 

«ny one date would, on theaveraire J'tT ** 




MMMttMi, ad m «ddHftk» dMf ^ 
BIT l0i^ ^ object to &e meims teet, but tliis ccftfaf 
point ont that the Trearaiy gains ^6,250^000 at die price 
ef idwiiahang afi immediate prospects of lestotii^ the cots 
Bimiiem| d B yment benefit, ^iidddiwerepaftof the admittedijr 
te m p or ary economy measures of 1931. The qnestioa hm 
a disconcerting reverse aspect. If the expenditure of the 
fniid vrere to start exceeding its income, would it not be 
(^n to the Statutory Committee to recommend the 
opposite process of transferring classes of unemployed from 
hisurance to relief ? The Government could have no 
d^nce in principle. 

This illustrates one of the inherent difficulties of the 
dual system of aiding the unemployed. The only way in 
viduch it can be completely avoided is to adopt the Labour 
pdicy of equal maintenance for all persons unemployed 
against their will, whatever their record of work or period 
of unemployment. The conception embodied in the present 
Bill is that the insurance scheme must deserve its name, by 
balancing income and outgo, while beyond its confines the 
unemployed worker must be granted State maintenance ac- 
cording to his family needs. That conception, however, is 
not really scientific, though it provides a valuable working rule; 
in the absence of a contract between the parties, general 
principles of insurance provide no answer to the question 
whether a man who has had suchrand-such a record of 
contributions, and such-and-such a spell of unemployment, 
ought to be regarded as still insured or not. Nor is the 
distinction drawn by Mr. R. S. Hudson, the Parliamentary 
Secretary of the Ministry of Labour, between long-term and 
short-term unemplc^ment any more decisive ; indeed, in 
extending the maximum peri^ of benefit from 26 to 52 
weeks the Government themselves are undoubtedly bring- 
ii^ in the long-term unempk^ed. Their right to decide 
the issue is strong^ founded on the fact that the Exchequer 
ccmtributes some £ 20 , 000^000 a year to the insurance fund ; 
but that does not alter the conclusion that the point at 
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iHhkk the oaeoipJofed ocMe to be insured, tad ^len^are 
eta BO Joagw dtiia beaefit ts of right is, in tfaeJaat xesott^ 
an tihitrary oae. 

That aignment is <me of the handiest weapons available 
to the Labour Opposition in their attack on the means 
test, ndiich has bera applicable since 1931 to all those seek- 
ing aneniplo)inent assistance outside the insurance scheme. 
The Minister of Labour was at some pains to defend the 
principle of the test in moving the second reading of the 
new Bill The proposal, he said, that every unemployed 
man should receive out of the pockets of his fellow citizens 
a fixed payment as of right, whether he needed it or not, 
would involve the closest control by the State over the 
terms and conditions of industrial employment. The 
workers themselves would never agree to the regimentation 
required. It was right that a man should turn to his 
family for help in need before he called upon the com- 
munity. A service based on need, said Mr. Hudson, had 
the convincing advantage that it at least attempted to have 
some serious regard to the principle of equality. It did 
not add equal benefits to unequal resources, but sought to 
apportion the assistance available in such a way that the 
greater measure of help reached those whose need was 
most. A Liberal critic complained that the test of houses 
told means worked unjustly, promoting a break-up of 

homes, and that either the individual c ’ ' " ^ ' 


be a preferable unit. The Labour 


1 or the family would 

„,d .ha, ,1 .h., Government 

^y would remove the means test entirely and absolutely 

him. ^ committed against 
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lar JM^ker l»as»^ to .i^?mir 
cnplQftd^ atsffod or aot, hu pnhMf. be» 

iid^od hf tbe j^MiKcttiaia of the report of a «pe(d4 oamr 
laittee ol the mitkh Medical Association^ estimatinig the 
BBnantmn wedc^ eapenditnre on foodsttt& that must be 
incnrred if healdiaad working capadtf are to be maintained, 
figure for a man« wife and thrM children was aos. o^d. 
If this amount is adjusted in accordance with subsequent 
changes in the cost of living, and supplemented bjr an 
allowance for rent, clothing, fuel and light, based on the 
MerseTside Social Survey, then the total becomes 373. 3d. 
per week. This compares with unemployment benefit of 
293. 3dL on the present scale and a maximum of 273. pay- 
able by the public assistance authority of a typical pro- 
vincial city. It is clear, wrote a commentator in ^Tbe 
Manchester Guardian, that unemployment assistance cannot 
at one and the same time be adequate for the needs of its 
recipients and be less than insurance benefit. Either the 
assistance must remain insufficient or the benefit must be 
raised. 

The paradox would find at least a partial solution in an 
increase of the rates of dependents’ allowances, since the 
discrepancy between actual benefit payable and estimated 
minimum needs is comparatively small for a childless man, 
whether married or not, and it increases progressively with 
the number of children. Support was forthcoming from 
members of all parties for an amendment to the Bill 
designed to raise the benefit for a dependent child from 
2s. to 3s. a week ; but the Minister was adamant, pleading 
that Governments of different complexions had always 
regarded the lower figure as proper in the past, when the 
cost of living was actually higher. The Government, 
indeed, are faced vnth a difficulty of principle. The very 
existence of dependents’ benefit is a tacit admission that 
even the insurance system partakes of the nature of State 
mainteiunce ; for on no other basis could an insured person 
have an extra claim simply because he fathered more 
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(diiJdMn. To iscrease dqjendents* benefits to 

tmfhsM$e this aspect of the system and to blur the dl»- 
tinctioo-which is the key to the Goremment’s policy^ 
betiveen insurance and rcKef. Their general attitude in 
Committee, however, has been one of sympathy towards 
amendments genuinely designed to improve the Bill and 
to remove grievances. For instance, in order to allay 
suspicions that they were reviving the old “ genuine^ 
seeking work ” clause, they agreed that an applicant for 
benefit should be required to show, not that he was “ unable 
to obtain suitable employment,” but only that he had not 
neglected to avail himself of an opportunity of obtaining 
suitable employment, the onus of proof being on the officer 
of the employment exchange. 

TTie Government cannot fail to realise that the problem 
of unemployment insurance is one of vital and daily import- 
ance to a very large part of the population. To-day the 
registered unemployed number about two and a half 
millions ; but it is not they and their families alone who 
are affected by the terms of unemployment insurance 
and relief. Every wage-earner in the country runs some 
risk of falling out of work. Unemployment is the bug- 
bear of the working life of twelve and a half million men and 
women in the insurable trades alone. In the seven years 
ended 1930 a measure of unemployment was experienced 
by nearly two-thirds of the insured population, excluding 
new entrants to industry. In 1952 alone, a bad year, 
five and a half million insured persons were out of work 
at some time or other, and 40 per cent, of them reached 
the point at which their insurance rights expired. Not 
a remnant of dovm-and-outs, but the whole working 
population of the kingdom, with their dependents, are 
intimately concerned with the provisions of the Un- 
employment Insurance Bill, 
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ni. INDTrstUAI. Reokcanisation 


T fifi steid/ &!1 in r^steml unemplojrmeiit met -writSi: a 
duKk in Jannaiy. The rise in the total, thoti^ 
argefy seastmal, yns a little sharper than had hem lool^ 
or, and the slight setback in the metal trades, in iron and 
iteel and engineering, and in the textile trades suggests 
ihat some slackening in export activity is to be expected, 
rhe pace of our advance towards recovery is lik’ety to slovr 
iown, for in the last few months the external conditions 
lave not been too encouraging, and the American uncer- 
uiinty still dominates world trade. The speeches of the 
jank chairmen in January were fairly optimistic, but most 
>f them were concerned to emphasise the limits that are 
let to trade revival by present international conditions. 

The political aspects of industry have again been well to 
:he front. The case of iron and steel illustrates the extra- 
irdinary difficulty of securing any large concerted measure 
jf internal reorganisation in British industry. Reorganisa- 
tion schemes have been under discussion for half a dozen 
irears. When, in 1932, the Import Duties Advisory Com- 
mittee, after some hesitation, gave the industry tariff 
protection, it was on condition that comprehensive re- 
organisation should be undertaken. Twelve months ago 
the industry presented to the Government a scheme (or 
rather a scheme for creating the machinery of a scheme), 
Brhich the Chancellor of the Exchequer welcomed as “ only 
the first stage.” But the scheme failed to secure the 
support of many manufacturers, and had to be revised. The 
Import Duties Advisory Committee has pointedly reminded 
the industry that the duties expire next October, and 
has urged the immediate acceptance of the amended 
scheme in order that a renewal of the duties may be re- 
commended. The scheme has not, however, secured united 
backing. It was publicly attacked, on January 30, by 
Sir William Firth, the chairman of the London Iron and 
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Sted Exchange, as ** being framed on lines that m ai re 
co-operation palatable to all, by maldng it as comfortalde 
and as profitable as possible,” as securing profits in the 
home trade but dt^g nothing to reduce costs of production^ 
and as being dependent on voluntary price agreemej&ts 
vdiich, if fixed on the basis of the less efficient plants, would 
not hasten the excision of redundancy. Sir William Firth 
could see no remedy but for the Government to step in and 
compel concentration of production. The defenders of the 
scheme retorted by demanding protection until the industry 
works out its own salvation, and by urging that voluntary 
co-operation will in time secure sufficiently good results. 
This remains to be seen. In the interests of the industry 
itself the Government should be reluctant to give up their 
weapon of a conditional tariff so long as doubts exist 
whether a scheme that is primarily designed for price- 
fixing and output regulation by quota will lead to the rapid 
elimination of obsolete plant. 

The experience of the coal industry in the same field is 
not encouraging. The Government has now brought 
in a short Bill to amend the schemes for the regulation 
of output and prices under the Act of 1930. Although 
they admit the necessity of amendment, the owners have 
been unable to reach voluntary agreement on its form. 
Nor 13 the industry any more disposed than it was towards 
reorganisation. In December the Coal Mines Reorganisa- 
tion Commission issued an almost despairing account of its 
struggles to persuade the coalowners to co-operate in 
promoting amalgamations and in concentrating production 
by the closing of pits. 





eaeb ia ’thb iexmM^t^JtXk 

kwawtfi«dbfe,tl«r|io fpom iioiild be found for hmaag tJm emt a| 
jprodbafoa hf getd^ rid of the waite^ daplicatum and quepSem 
effort tl^t are the ineriuble conaeqnence of the outlook of ead 
btlitgiKrattded bf the horieoa of his own eonoem. 

The Mining Association, however, will be satisfied witl 
nothing less than the abolition of the Conunission. Tin 
West Yorkshire owners have failed to give full support t< 
their district scheme for “ partial amalgamation,*’ unde 
which a group of operating units, otherwise independent 
would form a central authority to co-ordinate their sellii^ 
policy, to administer a fund (raised by levy) for closinj 
superfiuous pits, and to exercise general control over th« 
development of the area in the common interest. Th< 
Commission has taken up the West Yorkshire principh 
as being the next line of advance, and is moving for iti 
compulsory application there and in several other areas 
But the process will be long, and the legal obstacles numer 
ous. It may be noted that the Commission has made i 
strong point of the need for dealing with royalties, either b] 
nationalisation or by some less sweeping method, as j 
condition of thorough reorganisation. 

In the cotton industry discussions on reorganisation hav( 
become entangled with other issues. Cotton spinninj 
employers have formed and, still more remarkable, hav 
maintained for two months agreements to prevent prio 
cutting. If these break down the movement for statutor] 
intervention to enforce majority decisions will become vei] 
strong. The need for some common authority to deal witl 
redundancy is now generally admitted. On the mann 
facturing side, employers are more preoccupied witl 
problems of the enforcement of wage standards agains 
an under-cutting minority. In January employers an( 
weavers jointly approached the Government with a view t( 
the statutory enforcement of agreements, and a Cabine 
statement of policy is awaited. 

These domestic questions in the cotton industry 
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Inwerer, have paled be^ the cammercud p4li|i|ai/0f 
Japaneae competition. Etcij week has seen alt 
etiher in the Hoose of Commons or in pabEc meeth^li 
Lancasiure, against the Government for its snpfKMod 
indiderence. The President of the Board of Trade, 
Mr. Rondman, went down to Manchester for two dapi to 
interview aU the cotton interests and to try to relieiw then: 
fears. The Government has been consistent : it adheres 


to a policy of seeking to temper the fierceness of the com- 
petitive struggle by marketing agreements based on a 
voluntary control of exports ; it will only emplt^ severe 
hostile measures against Japan in Empire markets as a 
resort. Commercial bargains, however, are not easily 
made. It was not until early in January, after more thaw 
three months of negotiation, that the terms of a new 


commercial treaty were arranged between India and 
Japan. The direct negotiations between Lancashire and 
Japan, which, it was hoped, would have opened last Septem- 
ber, did not begin until February 14. The delays may weU try 
the patience of merchants and producers driven almost to 
desperation by their unequal combat with Japan’s depreci- 
ated currency and reckless sales methods. But what else 
can be done? Sound advice was given by Sir Harry 
McGowan, the chairman of Imperial Chemical Industries, 
m a speech on January 27, on his return from Japan. 
He urged strongly that policies of mere exclusion would not 
succeed. ‘‘Protection is no substitute for efficiency”: 
British and Japanese exporters must co-operate to share 
ex^rt markets, but British iudustiy must not forget that 
without the backing of an ever improving productive and 
sclbng efficiency there could be no lasting soirtion. 

^ industrial relations the calm of lo?,- 

the lowest on tecord-has contiaoed. MOTements ^ 

^laliy among the sufferers from the “cuts ” of IQ« 
The companies and nnio™ have .till been n^b^’to 
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«Mchimatjr. ladwwQalM^ 
4ifter i^Mteo fnn of dao^ thoK ii fvoaUit ol 4 
iqilQmaiOftOCfo&ietmb^^ latfaip-btiiiifog^iyMO 
iK4.4iii(lk><i( oiNtr tko int«odaictiioa<»E « imw ^rpe of kfaom 
|qr itiectnc woldiag. In ooabpming the xt&am Jutve fnleA 
once agaui iso peronade the Gorerament to ecunpel tho 
oiKners to adopt natkmal concUiatkm machiaei}r> but ^bem 
ia no immediate proepect of a breach of the indn^ip’s peaces. 

Althou^ external trade has notoriously failed to beep 
atep with internal industrial recovery, the figures for 1935 
were by no nteans discouraging. Compared vflth the previous 
yeaijimports of merchandise fell by ;^25*8 million to £67$'^ 
million, and re-exports by £i‘g million to ;^49'i miflion j 
but exports of British products rose by £2'j^ million to 
£367'^ million. This increase in exports, which was, 
indeed, greater in volume than in value owing to the fall 
of prices, was all the more remarkable in view of the con- 
tinued high level of tariffs and other obstructions through- 
out the world, and of the prevailing exchange uncertainty. 
The abandonment of the gold standard by the United 
States in March was reflected in an increase of our imports 
from that country, but her industrial recovery and the 
expectation of a rise in American prices together produced 
a simultaneous increase in her purchases from us. 

Considerable anxiety, however, has been caused by the 
more recent American policy of forcing down the gold 
value of the dollar and later of establishing the gold 
bullion standard at an exchange rate well below that 
indicated by comparative price levels. Traders fear en 
hanced American competition as well as an additional 
barrier to American markets. It is true that at the start 
of the new system the pound has followed the dollar rather 
than the franc and other “ gold-currencies ” ; but the 
forces that have produced this effect — notably the rush to 
buy francs in order to -withdraw gold from the Bank of 
France for sale to America — ^are largely evanescent, and in 
the long run there can be no evading the commercial con- 
cc 36s 
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sa^aenoeg of the niidakTaliied dollar. Yet there tax 
•even! hopeful signa in the financial llie N.RA 
codes and the AdminiatnitioQ’a spending pdicj ate ex- 
pected to canse before long a substantial rise of Ammon 
prices. Indnstrial recovery in the United States, such as 
seems to be again nnda’ vny, means a rising mailret 
espedalty for raw materials, a market in which we share 
bmh directljr and indirectly through our overseas interests. 
FinaUy, although all-round stabilisation cannot be con- 
templated until relative price systems are brought into 
closer equilibrium, the re-attachment of the dollar to gold 
is probably a necessary, though an oblique, step towards 
that goal. 
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I. Dominion or Republic f 

O UR present and future relations with Great Britain 
dominate, and are likely to continue to dominate, the 
political situation in the Free State. And as the discussion 
and development of this great central problem proceed, 
the line of demarcation becomes clearer between those Irishr 
men who live solely in the past, whose supreme motive is 
hatred of England, and those who live in the present, 
whose real inspiration is love of Ireland. 

General O’DuflEy, the leader of the United Ireland 
party, defined his attitude towards this important question 
from a rather material standpoint at Kilkenny on October 22. 
He stated that his view of the British Commonwealth was 
that it was good business for us to accept full partnership 
in it. About the terms of that partnership we had, he said, 
as much right to say what they should be as anyone else. 
Our permanent membership of the British Commonwealth#, 
and the stable settlement of our political relations with 
Great Britain, in his opinion, depended entirely upon 
whether or not the partition of Ireland was going to endure. 
They were going to work for the reunion of all Ireland, 
because they were convinced that only by the reunion of 
North and South could the permanent prosperity and 
peace of Ireland be attained. The detailed statement of 
policy issued by his party on November ii unequivocally 
accepts “ the voluntary reunion of all Ireland in a single 
independent State as a member, without any abatement 
of Irish sovereignty, of the British Commonwealth in free 
and equal partnership for mutual benefit with Great 
c c 2 367 
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Britan* Omada, Sooth Africa, Aostralia, and Nev Zeahnd.” 
The paity propoaea to re-open the partition qaeation mth 
Great Britain and Northern Ireland, as the greateat (diatade 
to the fnU acceptance hj the Irish people of the Common' 
laeahh partnership. It aims at an adrantageons aettle- 
ment, by direct negotiation, of the financial dispate with 
Great Britain, and a trade treaty which will secure the most 
favourable terms for Irish goods in the British market. 
Pending such a settlement, the new party demands the 
complete remission of land annuities and rates on agricul- 
tural land, and a permanent reduction of the original 
annuities by at least $0 per cent. Other proposals involve 
the establtshment of agricultural and industrial corporations 
with statutory powers, and the absorption of the able- 
bodied unemployed in a reconstruction corps for carrying 
out public works on a national scale. The statement 


announces the unconditional hostility of the party to 
communism; it proposes to abolish the proportional 
representation system of voting ; and it contains the usual 
vague and rather grandiose declaration of ideal aims common 
to all such documents in Ireland. In this case, these aims 
are “ the abolition of class consciousness and of narrow and 
intolerant conceptions of patriotism, and the creation of a 
national spirit based on cordial and constructive co-opera- 
tion between all sections of the community.” 

Mr.de Valera’s paper. The Irish Press, asserts, with some 
truth, that the economic policy of the new party is stolen 
from Fianna Fail, and that the remainder consists of scraps 
garnered from foreign sources. The proposal to abolish 
proportional representation, a distinctly retrograde step 

Blursh^?”^ ^ inculcated through the 

Blue Shirt organisauon, would seem to suggest that the new 
movement intends to take a fascist diSn but r 
party newspaper. United Ireland, claims tSt ^ir sit 
of nationa organisation ‘‘will not be of a lialisriHr 
charge, b„. 



' Raefiul^ 

oat of l3» vmmmm eccmrauc ^ctivittoB tif tliib 
c winwity .** 

' The Wh/hi or aniraal coaventioa of^-die FiniBia 
i(oil pirt^y wllick iran kdd in Dublin on NoremW 8 
and <9^ ombied Mr. 4 e Valera to state once more bis attitude 
townrdt Ei^land, and to deal with the complaints of his 
foUowers, who were by no means silent or complaisant. 
He claimed that the ideal of his Government was enshrined 
in the prodamation of the Irish Republic in 1916, udxich 
guaranteed religious and civil liberty to all citizens. It was 
true they had not a republic to-day, but they had the 
opportunity of ruling well or ill. They were preparing the 
way for the day when there would be a free and independent 
Irish republic functioning in the country. They vrere 
quite willing to co-operate wdth Great Britain, and realised 
that the two nations, living so close together, had a great 
deal in common; all that they ashed was that their 
position should be recognised by Great Britain and the 
world in general. Regarding Northern Ireland, he said 
once more that the Government believed that the only 
solution of the problem was for them in the Free State to 
work effectively to bring things to such a happy position 
there, that the six counties would be only too glad to 
come into the Free State of their own free will. He 
frankly admitted his disappointment at finding that the 
removal of the oath fa^d not made co-operation possible 
between his party and the extreme republicans, and, 
although pressed hard by the extremist wing, declared 
that he would insist on order and equal liberty for all. 
To a demand for the release of the republican prisoners 
sentenced by the Military Tribunal, he replied that any 
Government under which politics became a shield for 
crime must collapse in anarchy, and that his Government 
would be a firm and impartial protector of the law. At the 
same time, however, he sought to placate this extreme 
dement by the announcement that all service pensions 
granted by the Cosgrave Government to able-bodied men 
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ufao ionjlit in the 1916 rising and the dvtl war wodd Iw 
withdrawn. This proposal is natnralfy considered tisr 
dktiire by his opponents, and is likely to lead to mnch bad 
blood. Its nuMTsl cost will greatly exceed the mone^ ssTcd. 

At the conclasion of the Ard Fheis,Mr. de Valera made an 
urgent appeal for unity between the various political parties 
in the Free Sute, and said that, whilst he did not want 
anyone to sacrifice principles, his aim was to get the Irish 
people into one national body under one leadership. On 
behalf of the United Irish party, Mr. MacDermot replied 
that they had always been ready to support Mr. de Valera 
in maintaining order, and tliai they were not inclined to 
obstruct luB domestic policy of economic development, but 
when it came to his external policy there were fundamental 
differences as to whether it was coiwistent with good faith 
or national prosperity, and Mr, de Valera could not expect 
his opponents to be false to their convictions on these 
vital issues. 


It is interesting to note that, in spite of their republican 
declarations, Mr. de Valera’s Government have agreed to 
contribute their share towards the expenses of the new 
Imj^rial Economic Committee, a contribution which he 
justifies on the ground that its aim is to get co-operation 
between nations on a footing of equality in matters of 
common concern where it is in their interest to cc^operate- 
a definition which he does not apparently realise might 
equally be applied to the working of the British CommL- 
v^lth as a whole. But the issues between the Free State 
and Great Britain were raised in a more serious fashion on 
November 14, when Mr. Thomas, the Dominions Secreta^^ 

ZTT- ’ Commons, stated 

^ Government were advised that the three 
IJiUa recently introduced by Mr de Valera ’e n 

of .h. j 



^i^nioas flatoned into bf the Ftee Sute mtder tlv 
TVetly flf i^ti, and that the Fiee State in ita intention 
*' gndnallf to ^minate the Crown from the constitat^ ” 
was ** teni&^ to loae ** the advantages Tfdtich membetsli^ 
of the Commonwealth brings. It is difficult to see on 
vdiat grounds Mr. Thomas made this statement, as.no less 
an authority than Professor Berriedale Keith is of opinion 
that the amendments to the Free State constitution, to 
whidi Mr. Thomas objects, are “ manifestly and undeniably 
within the powers of a Dominion, as laid down by the 
Imperial Conferences of 1926-30, and as provided in the 
Statute of Westminster.” Canada, as Professor Keith 
points out, has in fact recently abolished all criminal 
appeals to the Privy Council. 

Mr. de Valera naturally took immediate advantage of this 
faux fas to re-open the issue. In a dispatch dated Novem- 
ber 29, addressed to Mr. Thomas, he said that the experience 
of the last twelve years had made it abundantly evident that 
lasting friendship could not be attained on the basis of the 
present relations. The Free State Government (he added) 
inferred from Mr. Thomas’s statement that the British 
Government had decided not to treat a decision of the 
Irish people to sever their connection with the Common- 
wealth as a cause of war or other aggressive action. He 
asked for a direct and unequivocal statement on the matter. 
Such a statement would, he said, be the first step towards 
that free and friendly co-operation in -matters of agreed 
common concern between Great Britain and Ireland which 
ought to exist between them. Mr. Thomas, replying for 
the British Government, pointed out that the 1921 Treaty 
was duly accepted by the elected representatives of the 
people of the Free State, and confirmed at succeeding 
general elections, and that the British Government did 
“ not feel called upon to say what attitude they would 
adopt in circumstances which they regarded as purely 
hjpothetical.” 

British opinion seems to have been almost unanimous in 
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oMUBUbriag tUi a masterpiece of (tipbnmc^ nydi 
kfi Mr. de Valen gneasi&g and gave him so mstolal lir 
pr^agaada. Hiere are, however, many peofde in the ^ee 
Stale who think that the Briti^ Government lost nn 
noBceUent opportonity of stating its position decisively and 
dearly, llu^ feel that, without admitting the right of the 
Free State to secede from the Commonwealth by unilateral 
action, the British Government might have pointed out 
that, if the Free State did of its own free will decide to 


aecede, such a decision would not be opposed by fm'Ce of 
arms, though it would involve certain serious and inevitabfe 
conaeqaences; that on no account would the British Govern- 
ment permit the Free State to interfere with Northern 
Ireland ; and that such secession would therefore make the 


partition of Ireland permanent. In fact, the two dispatches 
Uiiutrate very clearly the difference in the political men- 
tality of the two peoples ; the Irish demanding and expect- 
ing a logical answer to a definite question, and the EngKsh 
dialiWng and distrusting logic in the sphere of politics, and 
applying a policy of solvitur ambulando to the issues raised. 
^ for the present at all events, the people of the Free 
Sti^ most continue to five in a hypothetical republic. 

The position was not improved by Lord Hailsham’s 
statement in the House of Lords on December 6 that the 
Free State Government could not, consistently with the 

2“ ” ^ for <i«ermm.tioo by U.e 

'“f • Mr Cot. 

to *cl.„ .ppropmte to 

^■OOTraltk conditioM i. conference nnd necotittion 
^ .t emp, he ...d, to , object to . rnlinjtrom 4e C; 

Z CommoZt»ltk Ife 

where Commonwealth relations, as in the case 



«f iSat! ftm SWte^ tvere btsed vpoa «n iatenMtiQttd •gne> 
OKii^ tbe svggatkm was intolenble. The iaddeat b 
terealiflli heauue it shovre that the British Gbremmott^ 
4fu»d whii Mr. rie Vafera may easily, through mn^ 
maoagtmest, become a quarrel with the peoj^ of the Fite 
State, in which the British Government would be owi* 
tending for conditions that even the strongest supporters 
of rite Treaty in Ireland consider humiliating and inde- 
fensible. It is desirable that the British Government 
should realise that it must deal not only with Irish but 
equally with Dominion feeling in such matters, for what is 
Ireland’s case to-day may be some other Dominion’s to- 
morrow. Far-seeing Irishmen beKeve that this fact pro- 
tects their liberty within the Commonwealth far more 
securely than would be the case if the Free State were a 
republic. 

Mr. Frank Aiken, the Minister for Defence, who un- 
doubtedly speaks with Mr. de Valera’s authority, has 
recently announced that the next step on the road to 
national freedom will be to get authority from the people 
to abolish the post of Governor-General, and to substitute 
the signature of the President of the Republic for the signa- 
ture of the British King in the appointment of foreign 
representatives. The Free State Government, he added, 
had quietly but effectively turned the King’s representative, 
and the King himself, into automatons ; they signed what 
they were requested to sign by the Executive Council. 

But Mr. de Valera’s dispatch did not please the extreme 
republicans, and Cumann na mBan, their women’s organisa- 
tion, roundly declares that ** during Ireland’s seven hundred 
years’ struggle she suffered many humiliations, many 
defeats, but this last appeal to England for mercy and 
qxMTter before we proclaim our God-given right to freedom 
is the greatest insult any leader, even of constitutional move- 
ments, ever offered this country.” The Irish Republican 
Amy also strongly objects to the new armed force of 
15,000 volunteers, which the Government proposes to 
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iccniit throughout the country. They believe thn 
force is being organiaed as a political instrun^t far ^ 
fcduction of members from their own organisatioii, ^ 
cokrar is lent to this view by the fact that the recruiti^ 
officers appointed in each area are not ordinary aray 
officers but ex-members of the I.R.A. who fought against 
the Free State Government during the civil war. It is 
clearly Mr. de Valera’s intention to weaken the LR.A. by 
providing its past and present leading lights with lucrative 
employment. The new force may also provide a counter- 
weight to the regular army, which has so far maintained its 
integrity, and held itself aloof from political intrigue. Mr. 
de Valera further enraged the I.R.A. by standing as a 
candidate, and being elected, for South Down in the 
Northern Ireland general election against one of their 
candidates, who was defeated. As he has, apparently, no 
intention of taking his seat in the Northern Parliament, it 
is hard to sec what purpose this performance can possibly 
serve except to disfranchise the constituency. 

With the Labour party his relations are more friendly. 
A special committee of three members, representing the 
Labour party and organisation, meets him once a fortnight 
in order to discuss policy and legislative developments, 
and so far the proceedings of this conference are reported 
to have been amicable, but the extremist elements declare 
that this result has been obtained only by the complete 
abdication of Labour leadership and policy, and by acqui- 
escence in the “vicious industrial system,” which, they 
claim, Mr. de V’alera’s Government is seeking to build up 
in the Free State. 

The death of Mr. Joseph Devlin, M.P., has removed from 
the Irish political world the last surviving leader of the Irish 
Parliamentary party, and the most prominent Nationalist 
figure in Northern Ireland. A man of many gifts and 
generous heart, he devoted them with unselfish zeal to the 
service of his country and his native city, Belfast, where 
he was universally respected. Practically every poHtical 
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purtjr ttt Inhful -KM reiveaeoted at bis fonenl, for la 
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II. Maetial Law 

T he most strikmg commentary on Mr. de Valera's 
domestic policy is the fact that after two years of his 
government the country is virtually under martial law, 
and that all political offences are now tried by the Military 
Tribunal, for the creation of which he could hardly find 
words strong enough to condemn Mr. Cosgrave’s Adminis- 
tration. The truth of the matter is that without the 
assistance of this Tribunal he would not be able to govern 
the country, for the I.R.A. and their associates, by in- 
timidating jurors, who are no longer even partly protected 
by the suppression of their names, have made any other form 
of trial impossible. In addition, armed attacks for political 
reasons have again become prevalent. In October, armed 
men attacked a dance given by a supporter of the United 
Ireland party at Ballingar, County Galway, and wounded, 
five people ; two young men were assaulted by armed men 
at night in Listowel, County Kerry, and two other young 
men, members of the Blue Shirt organisation, named 
O’Reilly and O’Leary, were taken at night from their 
homes at Innishannon, County Cork, by armed and masked 
men, and brutally treated. O’Reilly di^ in December as 
a result of his injuries, and is naturally looked upon as the 
first martyr of the Blue Shirt movement, of which he will 
probably become the Horst Wessel. It is significant that 
O’Reilly and his comrade had been mentioned xa. An 
Piblacht, the IJl.A. paper, a few days before as prominent 
supporters of General 0’Du%’8 movement. Those re- 
sponsible for these assaults have been neither discovered 
nor punish(^, but the Blue Shirts have refused to be pro- 
voked into reprisals. In November a party of armed men 
raided the rooms of an official of the Young Ireland Associa- 
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tk»iaCori^«iKitaimdEed the premises; and a pnio^MHi 
Wezfwd Blue Shirt was shot down one night while wafflaajg 
home. In the first week of January no less than nine 
outrages were perpetrated against supporters of the United 
Ireland party in rarioos parts of the country. 

One would naturally have thought that the Govem- 
ment’s reaction to conduct of this land would have bfteh 


to proclaim the I.R,A, an illegal organisation, but they pro- 
ceeded instead, on December 8, to ban the Blue Shirt 
organisation, the Young Ireland Association, which is the 
youthful wing of the United Ireland party and was origin- 
alljr known as the Army Comrades Association, or A.C.A., 
and afterwards called the National Guard.* The United 
Ireland party, in an official statement issued immediately 
afterwards, pointed out that the Young Ireland Association 
was a branch of their own organisation, i.e., of a constitu- 
tional Opposition party, and that it had the full confidence 
of their national executive, by which it was absolutely 
controlled. No ban or suppression, they pointed out, 
could make illegal things which were of their nature lawful, 
and the ideals and the methods of Young Ireland were fully 
within the laws, both of God and of the land. After com- 
menting on the fact that the Government allowed two 
communist headquarters to remain open in Dublin and 
every variety of communist activity to be carried on through- 
out the country, the statement proceeded to declare tLt 
there was nothing illegal about a blue shirt, and that no 
ban or ordinance could make it illegal to wear one. On 

,t ,s now cle., thn no compromise i. poseible, 
to tke bloc diirt has become the definite embleiTof Mr 

title o^Xv'’’”"'”"’ '■““S' “ 

mie of their orjanisation it must remain their uniform 

ne Unmng of the Yonng Ireland Association was jnatified 

bat tlnsseemsap^tdefenee, in viewofS 

-’a. P- »<«. No 
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sttf seiktts B^tau 7 acdvitjr. 

Knor ta ike banmag of doM Young Ireland Asaodadmi* 
pi^ce raids kere made on its offices and on the hoases nf 
Genend 0*Daf^, Mr. Bfythe, and other prominent mma- 
bexs of the United Ireland party. The Secretary of the 
Yonng Ireland Association, Commandant Cronin, teas 
charged hefmre the Military Tribunal with sedition and 
with being a member of illegal organisations. He was 
found Not Guilty on the major charge of sedition, but 
Guilty on the charges of membership of the National 
Guard and Young Ireland Association, for which offence 
he was sentenced to three months’ imprisonment if he did 
not enter into recognisances, and as he refused to do this 
he is now in gaol. It transpired during the trial that, 
whilst in prison. Commandant Cronin’s blue shirt had been 
forcibly removed by the authorities. Mr. Denningan, the 
political correspondent of The Irish Press, Mr. de Valera’s 
paper, who was called for the defence, admitted that he 
was the author of a statement in that paper to the effect 
that the Government proposed to allow a short period to 
permit members of the Young Ireland Association to leave 
it, but when asked to disclose the official source of his 
information he claimed privilege and refused, after COU' 
suiting his editor, to disclose the name of his informant. 
The tribunal found him guilty of contempt of court, and 
sentenced him to a month’s imprisonment, a sentence 
which has been unanimously condemned by Irish journalists. 

As soon as the Young Ireland Association was banned, the 
United Ireland party decided to dissolve it, and form a new 
organisation, to be known as the League of Youth. They 
also decided to serve a writ on the Attorney-General, in 
order to secure from the High Court a declaration that the 
League of Youth was a lawful body, and so stop in advance 
any attempt by the Government to declare it illegal. The 
writ,' which has since been issued, bases its claim on 
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ArtkJe 9 of the Free State Constitation, whicitfiieilttMte 
the £ree expreesion of opinion and the right to foKmimocii!*' 
tions for purposes not opposed to public mordit^. 

But the H^h Court was soon called upon to dec^ an 
even more important question. On December 16, when 
General O’Dufiy, wearing a blue shirt, attempted to address 
a political meeting at Westport, Countf Mayo, he and 
two of his supporters were at once arrested by the dvic 
guard and removed to the local police barrack, amidst 
scenes of considerable excitement. An application was 
immediately made to the High Court for an absolute order 
of hahtai corpus, which was finally heard before Mr. 
Justice O’Bymc. He decided, on December 21, that the 
civic guard officers had not satisfied him, as required by 
the constitution, that the prisoners were detained in 
accordance with the law, and therefore ordered their 
release. His conclusion was that General O’Dufy was 
arrested, not because he was suspected of being a member 
of an illegal organisation, but because he went into Westport 
wearing a blue shirt to address a meeting. He was satisfied 
that both the arrest and the detention were illegal. General 
O’Dufy is now bringing legal proceedings for false im- 
prisonment against the civic guard officers who arrested him. 

The High Court proceedings were, however, no sooner 
terminated than a summons was served on General O’Dufy, 
calling on him to appear before the MiUtary Tribunal on 
January 2 to answer charges of belonging to two illegal 
associations, namely, the Young Ireland Association and the 
NationalGuard, and of sedition in the shape of alleged incite- 
ment to murder Mr. de Valera, in a speech he made at 
BaUyshannon, on December 9. But the General’s legal 
adwsers promptly countered by asking the High Court to 
make an order prohibiting the Military Tribunal from hearing 
and determining the charges, on the ground that the 
offences charged against General O’Dufy did not come 
vwthin their jusisdiction. When the Tribunal met, on 
January 2, the day for which the hearing of the O’Dufy 



CM iufd iwoi tile Court, throogh its Fnskleiiait, sif^ 
tiUtt it was* ttdsfied on the question of its sbsdiftte juris- 
dkdon in tiw esse, under Artide sa of riie constitution,* hut 
thsty'in ordear to avend a dash, the case would be avowed to 
stand ova uhril farther notice. The whole matter iUu^ 
trates dearfy the danger of attempting to set up a militaiy 
jurisdictian, separate and sdf-contained, alongside the 
normal dvil jurisdiction, particularly when it is sought to 
use the military jurisdiction for purely political purposes. 
The High Court, after several days legal argument, re- 
served judgment. 

Whilst these proceedings were taking place, the Govern- 
ment, no doubt to show its impartiality, arrested twelve 
republican youths from Tralee, County Kerry, who were 
brought before the Military Tribunal and charged with 
riotous and unlawful assembly on the occasion of General 
CyDufl^’s visit to Tralee, on October 6.f They were duly 
convicted, and received sentences of imprisonment ranging 
from seven to nine months. These convictions led to organ- 
ised protests in Tralee amongst Mr. de Valera’s supporters 
and others. It is notorious that County Kerry has been in 
a state of semi-anarchy for some time, and these develop^ 
ments moved Mr. de Valera to address a meeting in Tralee 
on December i6. After referring to the long and painful 
list of outrages and crimes that had happened in Kerry 
during recent months, he declared that the authority of the 
Government had been attacked on both sides. They were 
determined to protect that authority, and to enforce it 
against everybody. They wanted ordered society, without 
which there could be no future for the country. There 
were only two alternatives. Either they were going to have 
a democracy, or there was going to be a dictatorship, in 
which the faction that could get the strongest support and 
most weapons at its disposal was going to be on top. Which 
Was it to be ; ordered democracy, or anarchy, followed 
* See Thi Rovhd Table, No. 85, December 1931, p. 14a. 
t See The Romio Table, No. 93, December 1933, p. 176. 
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meviubfy by one sectioii imposing its will t^oa ^ I 
This appeal is a sadconunentaiy on the condhioauttonAni^ 
the conntiy has been allowed to drift. Unfortuaatei^t it 
iliflnaoa no realisation of the funda me n t al fact that tl^ 
great majority of our people would strongly snpptfft ^ 
Government if they proposed to deal firmly and fairty with 
all armed disturbere of ^ peace and unlawful associatmoa* 
no matter how grandiloquent the titles under which thqr 
disguised themselves. 

The Government have suppressed Jn Poblacbt^ the 
I,R.A. weekly journal, on several occasions, and UviUd 
Ireland, the United Ireland party organ, once- An Poblaeht 
now declares that this conduct indicates the marked anti> 
republicanism of the Government, who, it claims, like all 
political perverts, are more hostile to their former com- 
rades, who have remained true to their national faith, than 
they are to avowed traitors and imperialists. Its pub- 
lishers, the Republican Press, Limited, somewhat in^ 
consistently, applied to the High Court for an injunction 
restraining the police authorities from trespassing on the 
premises or interfering with the printing of Pohlacbt, but 
this was refused. In spite of these events, the United 
Ireland party does not seem to be making great progress, 
although General O’Duffy has admittedly improved its 
organisation, and has attracted large numbers of young men 
to its ranks. His blue shirts are active, well ^sciplined, 
and so far under restraint ; but he himself shows little sign 
of political development. One of the most effective speakers 
on the United Ireland side is Mr. James Dillon, T.D., John 
Dillon’s son, who is self-possessed, has a good voice and 
presence, and tells his audience very plainly and without 
rhetoric exactly what they want to know. He is bound to 
go far, for he has both political tradition and ability. But 
it is not by oratory that Irish elections are really won. There 
is always in the background the great mass of silent voters, 
who do not attend meetings, who vote according to their 
conscience or their pocket, and whose reactions are at 
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imnat iu]i^et»ble. It « the " luve-not ** >dCT|eq» 
MMogit thm poo^ to whom Mr. de Valera for 

ha has given them cheap food, cleverl/ distributed 
upoths, a wide scheme of nnemployment rdfi^, and the 
opportnnicjr, which is so dear to everjr irresponsible Irish- 
man, of attributing all our misfortunes to England’s 
widtedness. As long as these conditions continue there 
is little likelihood that this element will chwge its allegiance, 
and eveiy chance of another general election. 


III. Financial and Economic Difficulties 

T he most serious financial embarrassment that has yet 
befallen Mr. de Valera’s Government is the fact that 
the Fourth National Loan, of j^6, 000,000, bearing interest 
at 3^ per cent, per annum and issued at 98 per cent., 
was not fully subscribed. More than half the loan 
remained in the hands of the Irish banks, who under- 
wrote the issue. The three previous loans, issued by the 
Cosgrave Government, were all over-subscribed. The 
recent loan was apparently issued on the assumption that 
the credit of the Free State was still as good as it was under 
the last Government, but the response clearly indicates 
that this is not so, and trade conditions reinforce this view. 
During the first nine months of 1933, cross-channel and 
coast-wise trade entering and leaving the port of Dublin 
declined by 239,759 tons, as compared with the previous 
year ; the dues fell by j^6,490 ; and the number of ships 
using the port by 937. Foreign trade, on the other hand, 
increased in the same period by 114,210 tons, and the 
number of foreign ships by 241. In August, the number of 
people in the Free State in receipt of public assistance had 
increased by 27 per cent., as compared with August, 1932. 
The trade returns show that the total trade of the country 
for 1933 was ,^5S>439>9S3 compared with j^io2,52i,354 in 
1930. In 1932, trade had already shrunk from jC^ 7 ,S 3 i ,776 
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m 1931 to ^69,514450- Moreover, the amu^ 

of trade increased from ,^11,031,070 m 1930 1» 
^16,138,353 last year. Last year’s figure was siklie 
£500,000 worse than that of the year 193a. ThOs 
in three years the external trade of the Free StatO 
has been almost halved, and the adverse balance Im 
increased from 10 per cent, to 28 per cent. The main 
reason for this heavy drop in trade is the virtual collapse of 
the cattle business. The Government have sought to 
bolster it up by bounties, which are being paid by the Free 
State taxpayer, but now that a quota system for fat cattle 
has been introduced in Great Britain to protect the British 
farmer even bounties will be of little avail. 

Great Britain continues to be virtually our only customer, 
talcing 92 per cent, of our exports, as against 8 per cent, to 
aU other countries. During last year we purchased 
goods to the value of £1,757,384 from Germany, 
who took goods valued at £171,074 in return. In 
1931 our trade with Great Britain was more valuable 
tlun the trade of any other Dominion save Canada, and, 
had we seized the golden opportunity offered at Ottawa, 
we should probably have benefited more than any other 
Dominion. As it is, our share in Great Britain’s total 
purchases has fallen from 4.19 per cent, in the first nine 
months of 1931 to 3.82 per cent, in the corresponding period 
of 1932, and 2.56 per cent, last year. Every Dominion except 
the Free State now enjoys a preference in the British 
market, while we are virtually regarded as a foreign country. 
It is hard to envisage anything but national bankruptcy 
unless the dispute with England is settled, and of this there 
is no sign whatever. 

Against these hard facts Fianna Fail apologists, ignoring 
completely the acts of their own Government, argue that, 
as our external trade declined by £393,000,000 between 
1920 and 1931, the further fall since 1931 is only a con- 
tinuation of this tendency, which has been brought about 
by international conditions, and that the only way to save 
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comj^et^ tiiQ ecmionik poliqr ni 
tiMB icpimtif l)f auMag it more s^-contained^ no) 
jad^dsg on extetsud trade. Tb^ contend the economfa 
diffieolttee here began before the so-called **e«moiiiti 
war** wi^ ^igland, and that this event onty led to ai 
acodoation of the rate of change in our economic organise 
tioa. Th^ state that export bounties on cattle are bem| 
paid only in order to prevent distress during the interme 
diate period, and to stop violent dislocation whilst oth« 
plans are being developed. The Government now aims a 
the repatriation of Irish capital invested abroad by encou 
raging it to invest in Irish enterprise through the nev 
Industrial Credit Corporation, and it is also going ti 
establish an Irish insurance system, which, it is claimed 
will be both cheap and safe. Irish manufacturers ar( 
clamouring for more legislation on the lines of the Contro 
of Manufacturers Act of 1932, under which no foreigi 
firm can start a new business or alter the character o 
any existing one vrithout a licence. Any firm whose capita 
is not 51 per cent. Irish is treated as foreign. Mr. Lemass 
the Minister for Industry and Commerce, recently an 
nounced to a convention of manufacturers that th( 
Government hoped that within twelve months the ful 
requirements of the Free State in cotton piece goods wouli 
be woven here from yarn spun in the country. Glass 
cutlery and rubber goods were also to be manufactured 
and projects were in preparation for the assembling 0 
motor cars in the Free State. When these were worldni 
there would, he stated, be a definite embargo on the impor 
of assembled motor cars. 

Orders for 80 per cent, of the equipment for the nc\ 
sugar beet factories, which will cost over ;^i, 000,000, hav 
been given to Germany, and zo per cent, to Czechoslovakia 
In return for these orders, Germany is to take 300 tons 0 
our butter and 5,000,000 eggs in excess of the norma 
quotas. In order to provides nurket for the surplus oat crop* 
* See Tn Rounp Tabu, No. 93, Peoember 1933, p. 180. 
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of btt year, which aamot be told, tbe boar jnfflsW 
be compelled to mix a certain quantity of bulled om wM 
the wheat, which will prodnce a Jdnd of brown breid. iPlii* 
has now been done, British imports will be regulatod by « 
quota system in retaliation for the quota imposed <m Irfsh 
fat cattle entering England. And so the vicious circle erf 
economic attack and counter-attack revolves, while the man 
in the street is left wondering if there arc any statesmen 
left in these islands. 

All these important questions are now engaging the 
attention of the Dail, which reassembled on January 31. 
It has a heavy legislative programme to deal with, including 
a Bill to revise the electoral system according to population. 
The revision, which, under the constitution, must be made 
every ten years, will reduce the membership of the Dail. 
Another Bill is to amend the judicial system, which will 
probably involve the appointment of two new High Court 
judges, and so satisfy some of the hungry legal sheep in the 
Government fold. The farmers will, however, be more 
interested in the fact that the grant for the relief of agri- 
cultural rates has not been increased, although there is every 
chance that the rates themselves will be. On the other 
hand, it is pleasant to record that the Government’s very 
comprehensive housing scheme, which will eventually 
abolish our disgraceful city slums, is ahead of schedule, and 
is giving much-needed employment in urban areas. 

Amidst these rather gloomy conditions one most chron; 
icle another bright spot. The now almost moribund 
Gaelic League, which ostensibly exists for the purpose of 
promoting the use of the Irish language, has started a 
campaign for the abolition of jazz dancing, the launching 
of which was the occasion for some very severe strictures 
on Mr. Sean McEntee, the Minister for Finance, whom Mr. 
^an O’Kclly, the Secretary of the Gaelic League, stated 
had “‘‘soul buried in jazz.” Why poor Mr. McEntee 
shodd have been selected for censure it is difficult to se^ 
for his other coUeagues, except Mr. de Valera, who, alas ! 
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4ioe»iiec d«Ke«t afi^are all eqiu% addicted to this terribbi 
pastime. But the Wniater for Posts and Tdegrap^ Mr. 
Bolsndf pnmpdjr retaliated by cancelling certain addresses 
on Izidli cnltare that Mr. 0 *Kelly was to have ddivered 
from the Dublin broadcastii^ station, a place from which 
the strains of jazz have been Icnown to proceed. At the 
same time it is notified that our future supply of jazz via 
the ether is to be severely rationed. The conclusion would 
seem to be that we shall eventually be permitted to listen 
neither to native culture nor to native jazz. And yet, as m 
nation, we were once believed to possess a sense of humour. 

The Irish Free State. 

February 1934. 
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I. The PoLiTiCAi Scene 

F rom July, 1930, when the Conservative Ministry <rf 
Mr. Bennett was placed in power by the voters of 
Canada, up to midsummer of last year, there was a state of 
equilibrium and almost complete lack of movement in 
Canadian politics. The country was prepared to give the 
Government a fair field for the exercise of its decisive 
mandate to try a policy of high protectionism as a remedy 
for the Dominion’s economic troubles; the national 
emergency created by the depression, and the resulting 
unemployment, were so serious that the Opposition forces 
hesitated to court unpopularity by giving rise to any 
suspicion that they were animated by a factious spirit and 
indifferent to the gravity of the economic situation. So, 
during one special and two regular sessions, they gave a 
reasonably free hand to the Government for most of the 
measures that it sponsored for the amelioration of the 
depression, and contented themselves mainly vrith such 
cmicisms of its policies and administrative methods as. 
t!!' A 'I u « «ri>l of 

lad no pioduMd economic salvation for anybody but the 

*1 ?' had gone from bad « 

P-riiameu. mote aggre^iy^ 4?^ 



I |IW Fdkk&l Scene 

mad e^h^ey of the Goivenitteitt*t 

pefida. 

hffinuteiB end their rapporters had be«a pra^dng astida- 
oosty fcHTsigna that the b<^tom of the deprediw had been 
reached, and that an improvement in business and economic 
conditions' would provide an effective justification for their 
policies and a defence against Opposition attacks. So thej 
were greatty heartened when there began in the spring an 
upward movement in business, which continued through 
the summer and autumn and by the end of 1933 had 
broi^t the official index of the physical volume of business 
to a level roughly 27 per cent, above the low point reached 
in February of last year. But welcome as this improve- 
ment is, it still leaves economic conditions very far below 
any level that would be counted in Canada as decent 
prosperity, and it has apparently not availed to check the 
steady erosion of popular support, which the Ministry has 
been experiencing. At any rate, three Federal by-elections 
which were held in October seemed to offer convincing 
evidence that the tide of popular sentiment, perhaps more 
from dissatisfaction with Conservative policies than from 
any enthusiasm for the Liberals, was flowing against the 
Government. 

Of these by-elections the most ominous was in the 
province of New Brunswick, of which Mr. Bennett is 
a native son ; the Restigouche-Madawaska division, 
which the Conservatives had carried by 548 votes at the 
general election, was captured by a Liberal candidate with 
a majority of 6,472. In the Yamaska division of Quebec 
the Liberals, whose candidate had carried the seat at the 
general election by the bare majority of one, and forfeited 
it for corrupt practices, were on the defensive ; but despite 
the handicap entailed by their soiled political dove’s in- 
sistence on running again, they managed to elect him by 
84 votes over a good Conservative candidate. In the 
Mackenzie division of Saskatchewan, which had been held 
by Mr. Milton Campbell, an agrarian friendly to the 
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CcMUcmtive Minktiy, wJu» appointed hnn to 
Board, the real fight proved to be between the Libetal*Mid 
the n»wwww<» of the new radical party, the Co-opietMlive 
Commonwealth Federation, and the Government had tx> 
face the grim fact that their candidate, who polled kw 
thm 15 per cent, of the total votes cast, had not bemi a 
serious factor in a contest in a typical mral constitnency 
in the West. Victory perched upon the Liberal banners, 
and a majority of 1,614 demonstrated the ability of the 
Liberals to cope with the competition of the new party in 
a division that seemed to offer the latter an eiceptimially 
favourable fighting ground. They now profess that they 
have taken the measure both of the Conservatives and of 


the C.C.F., and that the country is dearly prepared to 
shun extremist policies and give liberalism and its pro- 
gramme another chance. Further encouragement has also 
come to the Liberals from the provindal elections in Nova 
Scotia and British Columbia. In both of these provinces, 
Conservative Ministries were swept from power and re- 
placed by Liberal .Administrations, while in British 
Columbia the Conservatives were so badly defeated that 
they were only able to return one solitary member to a 
house of 47. 


The Liberal leaders, however, realise that with a new 
radical party definitely in the field they must move left- 
wards, and after the official party programme had been 
discussed by the National Liberal Federation a revised 
edition was announced to the country by Mr. Mackenzie 
King. In the main it restated the party’s traditional aims 
and pohc.es. but it specifically pledged it to a reduction of 
the tariff to the level prevailing before the Conservative 
rigime began, to the establishment of a central bank and 

nd 1 proportional representation 

Irident f l^°^«ver, been 

M ' ™ questions of 

iB 8 ^“8P«fcrs tostand by theancient 



The Political Scene 

older members gcoMd^* inbile 
die’^oiiBgier e&li^ts have a predilection fw fdll-blDodBd 
*^fh[imutg'^* ^ the model of the N.R.A. 'Doling the 
summer’ the LA>erals refurbished their organisation and, 
a novel departure in Canadian politics, held a Liberal 
sununer sclmol, an experiment which proved successful and 
which the Conservatives felt it necessary to imitate. 

The new C.C.F. was also very active in 1933, and at its 
first national convention, held at Regina in July, it provided 
itself with a definite programme, and with a pemument 
leader in the person of Mr. J. S. Woodsworth, who as leader 
of the Labour group in the Federal Parliament since 1921 
has earned the respect of all parties. As the C.C.F. 
programme is frankly collectivist, there seems no valid 
reason why the new party should not take the title of 
“socialist.” It has a body of able and zealous propa- 
gandists at its disposal and commands substantial strength 
in Ontario and the western provinces, but it lacks both 
reasonable press support and an effective organisation ; in 
the absence of any serious foUovring east of the Ottawa 
river it cannot hope at the next election to challenge 
successfully the supremacy of the two historic parties. At 
present the strength of parties in the House of Commons 
is as follows : — Conservatives, 136 ; Liberals, 90 ; C.C.F., 
15 ; Independents, 2 ; Vacancies, 2. In the Senate the 
Government, despite seven unfilled seats, have 51 sup- 
porters against 38 Liberals. 

The most important business before Parliament will be 
the decennial revision of the Bank Act, which was postponed 
to await the report of the Macmillan Commission on 
Banking and Monetary Problems. In the Commission’s 
report, which was published in November, the most 
important recommendation, from which Sir Thomas White, 
a former Minister of Finance, and Mr. Beaudry Leman, an 
ez-President of the Canadian Bankers Association, dissented, 
was that there should be esublished a central bank ot 
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miiacoiiittiiHtichflioa^ lure its capital 
aad shonld function on an independent basis. 
reforms of the Canadian banking system were adyooste^* 
and it was suggested that a special system for agricultiffal 
credits was desirable and should be the subjea of a forduar 
inquiry. Now the Canadian banks hare made no secret of 
their dislike of the project of a central bank, particularly fd 
the proposal that it should be given a monopoly of ttoto 
issue. The vocal protests of their spokesmen against the 
adoption of such an experiment with a system that has 
successfully stood the test of an unparalleled economic 
crisis have been supplemented by vigorous hostile literary 
propaganda. However, not only has Mr. Bennett explicitly 
pledged his Government to introduce legislation establish* 
ing a central bank, but the Liberals and the C.C.F. are also 


committed to the idea, and the best that the banks can hope 
for is to secure a structure for the bank that will not seri- 
ously interfere with their own scheme of operations. The 
radical elements in Parh’ament will press for an institution 
that would have its capital subscribed by the State and be 
under the firm control of the Government ; but it is 
probable that the Government will oppose this plan and 
follow the scheme outlined in the Macmillan Report In 
addnion the whole Bank Act wiU be subjected to review. 

In view of the new monetary programme that has been 
sponsored by President Roosevelt, the Canadian Govern- 
ment wiU \k forced in the near future to make important 

disr.g.,d d^elop^en., m the United Stetes, in vi™ of the 

^.u.v.;z^e^rbewte:s;^d‘'*'^ 
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^ UiM Siiiiiito mi teiace the gtdd nnteat of the 
CwuidiaiW 'do^. So it can be forecasted that iMoking and 
aaoiietaiy pioblems will plajra large part in the discoasioBa 
itf dte-seeakia; . - 

Thiareaitdtixer derdt^meats at Waslni^toii that aaa^ 
provide the Canadian Parliament with material for abun^ 
dant discusmon and controversy. If, before the seaskm 
at Ottawa ends, President Roosevelt’s influence is strong 
enough to secure the ratification of the St. Lawrence 
Waterway Treaty against the formidable opposition that 
has developed to it, the Canadian Government can scarcely 
avoid earring out its part of the bargain and submitting the 
Treaty to Parliament. It will then assuredly become one 
of the dominant issues of the session and prolong its course ; 
for, while the Treaty has strong support in certain parts of 
Canada, there is no evidence that the province of Quebec 
has in any way abandoned its hostility, and Mr. Bennett 
might find some difficulty in preventing a revolt among his 
French-Canadian followers in Parliament. 

The Opposition profess to have abundant material for a 
comprehensive arraignment of the Government for a variety 
of sins of omission and commission, but they will concen- 
trate their main attacks upon what they regard as the 
baneful results of its high tariff policy, the flaws in its 
administration of unemployment relief, and its wheat 
marketing policy, which is wrapped in deep mystery but 
which seems to have involved it in dangerously heavy 
commitments in the wheat market. Exhaustive debates 
upon tariff policy are inevitable, and the Opposition will 
insist upon a grand assize into the relations between the 
Tariff Board and the Department of National Revenue, in 
which evidence of serious friction has been revealed. The 
Tariff Board has been functioning regularly since July and 
has by common consent shown both vigorous industry and 
judicial impartiality, as spokesmen of British interests who 
have appeared before it have testified. But it has encoun- 
tered persistent obstruction from certain officials of the 
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Department of Ntdonal Remrae, ^pathiaewni^ltl^gfc 
tariff polify, who have declined to implement ha ocidMi^ttd 
challenged ita authority to interfere with their 
Faced with such obstruction, Judge Sedgewick, the chmimaa 
of the Board, on January 7, couragrouslj made a stirong 
protest that the Board was not getting from government 
the co-operation to which it was entitled. He is 
evidently determined to bring the issue to a head. 

Farm marketing schemes are likely to be continually to 
the fore. For one thing, the Government will be pressed 
to reveal its policy for implementing Canada’s commit- 
ments under the international wheat agreement, and has to 
reckon with a formidable agitation in the prairie provinces 
for a national wheat board. There has also developed 
among other groups of farm producers a campaign for a 
comprehensive farm marketing scheme, whose sponsors 
want the ideas embodied in the British Agricultural Market- 
ing Act applied to Canada with the necessary adaptations. 
So complicated, however, are the issues involved that the 
Government will probably decide to be content with a 
limited experiment and to defer the evolution of a national 
marketing scheme. 

Then, quite unexpectedly. Parliament has been provided 
with another bone of contention by the Ministry’s sudden 
decision to resume the traditional practice of conferring 
honours and decorations upon Canadians, who for fifteen 
years have been debarred from accepting them by a vote of. 
the Commons. Mr. Bennett has justified his action on the 
ground that this vote only bound the Government and 
Parliament of the day, but Mr. Mackenzie King has sharply 
challenged both the propriety and the wisdom of his course. 
He complains that the Government, in presenting the 
country with zfait accompli, has offered Parliament a grave 
affront. He is evidently preparing to raise the constitu- 
tiraal issue that Ministers, in giving advice to the Crown 
about the exercise of the prerogative, are responsible to the 
House of Commons and must take cognisance of its expressed 



, ftffitiGal Scejw' , 

tvlikli m'Utm die Ooremmoit knew wm i^iainet tlte 
xmtanxioa oi tides. The list of Canadian names die 
GcnterntiMit snfaiiidteed was caiefoUjr ceD^pilod and gsTe no 
grofond lor criticism, but, judged hy press cdmments, the 
eemi ti y^s ■ receprion of the move is not enthusiastic. 
ConsemtiTes have an uneasf feeling that the Govemmimt 
has grattdtousty presented its opponents with very useful 
ammunition for an election campaign, as they vrill accuse 
Ministers of being more concerned with gaudy favours for 
their friends than with the fate of the unemployed and tlm 
hard-pressed farmers. 

Since the present parliament has now lasted more than 
three and a half years, the normal political warfare of the 
session will be spiced with party manoeuvres and jockeying 
for position against the day of the general election, which 
must come within eighteen months. Very few Canadian 
parliaments, however, have been allowed to live out their 
full statutory terms, and an election before the end of 1934 
cannot be dismissed as an impossibility. Indeed, some 
Liberal strategists regard it as a certainty, under a con- 
viction that the Conservatives will prefer to risk the ordeal 
while they still retain control of the three provincial 
governments of Ontario, Saskatchewan and New Bruns- 
wick, which all must seek new mandates this year and may 
well pass into Liberal hands. On the other hand, if a 
progressive recovery of business were assured, the Conser- 
vatives would prefer to delay the election as long as possible, 
in order to be able to claim credit for rescuing the Dominion 
from a grim pit of depression. Now another factor has 
been introduced into their tactical calculations by the 
re-emergence of the St. Lawrence Waterway issue. It is the 
sort of project that wins votes in a Canadian election, by 
r«uon of the hopes raised that large sums of money vtrill be 
spent in certain localities, and Ministers might see a 
prospect of reviving their fortunes by making a nundate for 
the scheme the main issue of a general election. 
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II. The Taeiff Boaed and Tariff Pouct 

T he new Canadian Taritf Board, which wa« provuiod 
for in legislation passed in 1931 and designated as the 
tribunal to interpret the United Kingdom-Cahada trade 
agreement of 1932, has now been in commission for some 
six months, and it may not be too early to consider the 
nature of its task and its prospects of discharging it satis- 
factorily. 

The new board is not the first tribunal of its kind. In 
1927 there was set up by the Administration of Mr. 
Mackenzie King an advisory board on tariffs and taxation 
which functioned until the change of government in 193®* 
Although in introducing the legislation setting up the 
present board Mr. Bennett emphasised the great gulf fixed 
between it and its predecessor there is clearly a strong 
family likeness. The new board, like its predecessor, is 
essentially a fact-finding body. So far as tariff questions 
are concerned, its function, like that of the former board, 
is to.hnd the facts and make recommendations on the basis 
thereof. There is this significant difference, however, that 
while the facts found and the recommendations made by 
the former board are a Cabinet secret to this day, the reports 
made by the present board are to be tabled in Parliament 
immediately they are made. It is also to be noted that* 
whereas the old board provided a forum in which anyone, 
in his capacity as a consumer, could make his views known, 
regardless of direct interest in the question at issue as 
manufacturer or importer, the new board has made it 
clear that no one not directly concerned can claim any 
locus standi. In other words, the new board is intended 
to be much more judicial in character than its predecessor, 
and to that end there has been appointed as rbaiVman, not 
an active member of any political party, as were the two 
successive chairmen of the former board, but an Ontario 
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Coast Mr. Justice SeUgewicic, sAo has slcesciy 
given stzildng evidence of the complete independence end 
sonndhese that were comfideatty e]q)ected of him. His 
two odlesgnes are Mr. Milton N. Campbdl,' an ex-Pro> 
^Ksnve ntiember of Parliament from SaaJcatchewan, and 
Mr. C. P. Hdbert, a junior member of a -well-lmown im- 
porting firm in Montreal and an alumnus of New CoU^, 
Oxford) who may be regarded as representative respectively 
of western and eastern Canada, lliough it cannot be said 
that the ideal of “ taking the tariff out of politics ” has been 
achieved — ^the functions of the board are, as has been 
stated, purely fact-finding and advisory — ^nevertheless the 
new board marks a very large step in the direction of the 
judicial determination of what tariff rates should be. 

It was this judicial quality of the new tribunal that 
made it possible tp designate it as the authority to interpret 
and give effect to the United Kingdom-Canada trade 
agreement of 1932. In article ii of that agreement, it will 
be recalled, the Canadian Government undertook that, 
except in the case of industries not fully established, pro- 
tective duties should not exceed such a level as would give 
United Kingdom producers “ full opportunity of reasonable 
competition on the basis of the relative cost of economical 
and efiicient production.” The principle was also laid 
down that protection should be afforded only to those 
industries which are reasonably assured of sound oppoi> 
tnnities for success. So much for the agreement. As for 
the intention of the parties to it and the function of the 
Tariff Board in connection therewith, Mr. Bennett has 
expressed himself as follows : 

I told Mr. Baldwin : “ I am prepared, if you will give us a pre- 
ference for all Canadian commodities in your marlM, to ask the 
Parliament of Canada to ratify an agreement that we ^ give yon 
an equal chance with Canadians in our market for your goods, and 
I will set up a Tariff Board to say what is an equal chance.” 

It is to be noted, further, that United Kingdom manufac- 
turers are given the right to bring their applications before 
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the Tariff Boards which presumabljr is to hd4 
between United Kingdom and Canadian intei>eatiijwl<«a9 
jndicialfy as an Admiralty Court docs between Brilidl iiidt 
say, French interests. 

Such then is the task set the board. What does it involtja^ 
and what prospect is there of its being sati^actorily dtt' 
charged ? It is, of course, much too early to dogmatise. 
Only one important application invoking article 1 1 of the 
agreement has so far been made, in respect of woollens, 
and it is only in its early stages. Up to the present, atten-r 
tion has been confined to the endeavour to arrive at a 
common method of computing costs — ^no light problem. 
No attempt has yet been made to work out in practice 
exactly what is meant by the words of the agreement, 
“ full opportunity of reasonable competition.” It has 
become clear, however, that very divergent views are held. 
British manufacturers maintain that Canadian customs 
duties are not to exceed such a level as will equalise costs as 
between them and Canadian manufacturers. This inter- 
pretation is rejected by the Canadian manufacturers, who 
argue that it would lead to widespread dislocation, and to 
the .disruption of many well-established and efficient 
Canadian industries. They further argue that it is an 
entirely erroneous interpretation of the actual terms of the 
agreement. Attention is dratvn to the fact that in article lO 
the Canadian Government undertakes that “ protection by 
tariffs shall be afforded against United Kingdom products 
only to those industries which are reasonably assured of 
sound opportunities for success.” This, it is urged, must 
mean that “ industries which are reasonably assured of 
sound opportunities for success ” are to be “ protected,” 
i.e.f safeguarded, i.e., assured of the Canadian market, or 
at any rate, of as much of the Canadian market as is repre- 
sented by goods that can be economically produced in 
the Dominion. 

If article lo were the whole story, the foregoing inter- 
pretation of the general intention of the parties to the 



The Tanff Boey oBjl Tariff Poficj 

^ yiaeay. ^BurtHefeb srdtie lii 
bben;stat<^ tim ^Cksi^M 
Ocbttttine&t 'uiuk^talDes that protective detuwr^e idea 
el prbtecdon b stiU adhered to^*‘ shall not exceed arch « 
tevd as wifi give United Kingdom producers full OppOT- 
tnmtjrof reasonable competition on the batis the rebtive 
cost of economical and efficient production.’* llxe British 
interpretation of this, given above, is based on the fact that 
the only indication of what is meant by “ full opportunijy 
of reasonable competition ” is the addition of the words 
“ on the basis of the relative cost of economical and efficient 
production.” In other words the British view is that the 
only factor to be taken into account in determining what is 
“ reasonable competition ” is the comparative production 
costs, to the exclusion of all other considerations, such as 
the desirability of maintaining a certain category of employ- 
ment in Canada, or of preventing the loss of capital invested 
in Canadian industry. On this view, the single and simple 
principle to be applied is what the Australian Tariff Board 
in its last annual report calls the “ equalising principle of 
tariff making,” i.^., the equalising of production costs, so as , 
to bring the price of the imported article to the same level 
as that of the local product. 

The application of such a principle would, in the opinion 
of the majority of Canadian industrialists, lead to far- 
reaching dislocation of, and loss of capital invested in, 
Canadian industry ; they maintain that the whole tenour 
of the Ottawa Conference report, and in particular the 
blessing it gives to “industrial co-operation within the 
Commonwealth to secure the best division of industrial 
activities among the several parts and the ordered economic 
development of each,” negative an interpretation of the 
actual agreement that will result not in “ ordered 
economic development,” but in dislocation and curtailment. 

To take a concrete example, which as a matter of fact 
has been dted to the Tariff Board in the course of the 
hearing of the recent British woollens application : the 
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Caudian dothing: mdoatrj, ividi mme z,ooo 
ploTiog 50,000 people and prodndng a total of laoo^oob^liiodf 
worth of goods, snppUea ^ per cent, of the total 
reqairementa of t^ people of Canada. Inddenta&Tt 
fnovides a market for 95 per cent, of the wooUoi and 
worsted doth made in Canada. The spokesman of this 
industry maintained with considerable vigour that if the 
tariff on competing imports were based exclusively on the 
principle of equalising production costs, it might easily lead 
to the shutting down of a substantial proportion of the 
plants now operating, with consequent curtailment of 
employment and loss of capital Assuming for the sake 
of argument that such a fear is well founded, does the 


formula “ full opportunity of reasonable competition ” re- 
quire the Tariff Board, and, upon its recommendations, 
the Government of Canada, to apply the equalising prin- 
ciple regardless of consequences; or is it at liberty, 
under the agreement, to take into account other con- 
siderations, such, for example, as that it is expedient in 
the national interest that there should be a Canadian 
clothing industry capable of supplying the bulk of the 
needs of the Canadian people, and of providing employment 
for thousands of people, for whom alternative occupation is 
not in sight ? If the “equalising principle” view is correct. 
It wuld appear that such considerations are not admissible. 

WJuie this all-important question has not been ruled 
upon by the Canadian Tariff Board, the Australian Tariff. 
Board, in its report for 1933, has expressed its view in 
clcar^ut terms. “While heartily supporting the com- 

S:rsCl7t " " “ -jectsfheLZ 
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emdhioBt.* Aii tiatu^ given is tiut of ^ gslvaaised 
iran mdoBtiy. Inqnuy has tiunm -that the costs of 
production on a domestic ontpnt of do»ooo tmu per aimnm 
would jnsdfy^ a selling i»ice £2 138. id. pa ton kwer 
than on half dut output, or 30,000 tons . per anmum 
If, then, duties were imposed that would just bring the 
price of imported galvanised iron to the same level as that 
of the local product based on an output of 60,000 tons per 
annum, and the effect was to reduce local output to 30,000 
tons per annum, it is clear, the board considers, that the 
dutj would need to be increased by £2 13B. id. per ton 
to ensure price equality under the new conditions.” Such 
a procedure, the board declares, “ would be farcical, for it 
would involve considerable dislocation of industry, at least 
temporary idleness of large numbers of trained operatives 
and of some very highly valuable plant ; while ultimately 
the duty rate would have to be increased and for some 
appreciable period the cost of galvanised iron, whether 
imported or local, would be higher than necessary. In the 
result, the view taken by the Australian Tariff Board is that 
“ a reasonable duty to protect an efficient economic industry 
should be high enough to raise the landed cost of an overseas 
product to a level which will 

(a) compensate the local manufacturer for the higher cost ^ 
any) of Australian labour ; 

(i) offset the higher costs ^f any) of raw materials and overhead 
charges; and 

(f) provide a marginal advantage in favour of the Australian 
manufacturer.” 

As regards the margin postulated, it should, in the view 
of the board, “ be wide enough to secure to efficient 
Australian manufacturers so much of the market as is 
represented by goods which can be economically produced 
in the Commonwealth, but narrow enough to preclude any 
inefficiency, tmeconomic extension, or undue profit-taking.” 
Such is the Australian Tariff Board’s view of the proper 
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iotapetadon ol articles in the United Kiii^<MnTAfVittain 
trade agreement that are identical with those in tlw Umt«d 
Kingd^Canada agreement. 

Whether the Canadian Tariff Board and the Canadian 
Government will take a similar view remains to be semt 
Does snch an interpretation give the United Kingdom 
manufacturer “ full opportunity of reasonable competiticm 
on the basis of the relative cost of economical and efficient 
production,” which Mr. Bennett has declared to mean “an 
equal chance in Canadian markets ” for United Kingdom 
goods 1 Or are the United Kingdom producers entitled 
to ask that the rates of duty shall be such as will put thpin 
on the same footing as if they were located in Canada ? 
Whatever warrant there may be for this latter view, in 
the wording of the agreement or in authoritative pro- 
nouncements as to the intention of the parties, the fact 
remains that in one Canadian industiy after another there 
has been such over-development, that there is already far 
more plant and equipment than is required to supply the 
needs of the Canadian market. In these circumstances it 
»8 dear that if a whole scries of United Kingdom industries 
arc to be put in a position to compete in Canada on an 
equal footing with the existing anadian plants, the result 
will incvitab y be substantial dislocation and loss of in- 

‘J''’ ’ 'T'* objection it n«ura% 
taia, by the Canadian mduatrialist, who arguea that as 
be baa naled hi, capital „„ ,he faith of ■>otection“ 

aLa"rh r r em^oyntLtt in 

to .npply_,htl 11. '”"“' is nnable 

the smallncsa of the dei^lnd” offe 
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mamtfttrtnigr,- pMnrkkdrtliSti^ 
is able adequately to supply it, but the daaamtic aam 
hctara ^onld Uot be driven from (b>mestic ^rkets ihi 
he k able to supply. On the amtrary-^uch is Camadii 
industriafist o{»mon — ^tariff rates should be suffidemt 
“protective ” to assure "him the market, provided that 1 
is in a position to produce economically and effidently, 
vrhkh condition, so important to the consumer, the Tari 
Board should be the judge. 

When we turn from Canadian industrialist opinion i 
consider the general economic structure of the countr 
we are confronted with the fact that, in addition to beii 
seriously over-industrialised, we have very large surplus 
of natural products which it is essential to our econom 
■well-being that we should market abroad. It was predse 
with a view to marketing these surpluses abroad, in the be 
market in sight, viz., the United Kingdom, that tl 
Canadian Government undertook to increase the market : 
Canada for United Kingdom manufactured goods. Son 
progress in this direction has been made along the lini 
of complementary production as between the two countric 
but not by any means to the extent of providing a p 
quo for the advantage accorded to Canada in the Unite 
Kingdom market. It is further to be noted that the di 
has gone, apparently for good, when Canadian natur 
products, wheat in particular, found a market abros 
automatically, and when it was unnecessary, in controUii 
the country’s buying and in formulating commercial poli( 
generally, to think in terms of securing such markets abros 
for natural products. In future, it looks as though th 
would become the determining consideration. It is 
these circumstances that the carrying out of the trai 
agreement with the United Kingdom becomes of su( 
importance. The best possible market for our natui 
products has been secured for a five-year period ending : 
1937, and our anxiety -with regard to a large part of 01 
selling has been for the moment removed ; but the coi 
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dhtOQ of our retaining that market is that we so direct onr 
baTuig as to provide a quid fro quo. 

It will be seen that the lection of the Tariff Boarri 
investigating and advising upon the whole question 
c(»trol of buying is of the most far-reaching importance 
to the economic well-being of the country. Put at its 
highest, the task may be regarded as involving the complete 
revamping, on a more orderly and economically justifiable 
basis, of the entire industrial structure that has been built 


up at haphazard over the last two generations. Not that 
a drastic surgical operation is advisable or possible j but 
just as there is a growing feeling that there must be some 
“ rationalisation ” of our seriously over-developed tranS' 
portation structure, so there is increased recognition that, 
in the interests of the consumer and of the countr7 *8 a 
whole, there must be elimination of waste and uneconomic 
conditions generally in industry. It is obvious that such 


a programme should not, and indeed could not, be carried 
out in cold blood, or “ at one fell swoop.” The dislocation, 
in the way of unemployment created and capital lost, would 
be too great ; and commitments made, on the faith of long- 
established protective duties, are entitled to consideration 
Morrover, there is force in the contention of the Australian 
Tariff Board that common sense does not permit, and the 
trade agreement does not require, rigid mathematical 
k of production costs. Not only 

mfam industrits ” be accorded special treatment 
bet no mduatty, ,t may be argued, should be deprited of 
protecnon until its reUtiou has been considered^ both to 

«aio»°br 1 

to-morrow indnstrial structure of 

■e.tinginorderoSn^of’Sli^ntLr^^^^ 

Canada. 


January 1934. 
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AUSTRALIA 

I. The Financiai. Pomtion 

T he financial portion, as disclos^ in June, was that the 
Commonwealth Government would end the financial 
fear with a surplus of over ^3 million, while the States 
would aU have deficits, amounting to ^8-6 million (in New 
South Wales to ,^4-3 million). Sinking fund payments for 
the year totalled million, so that for all Governments 
there was a favourable balance on income account, which 
on final figures amounted to ^27 million. The States 
agreed to limit their deficits to ;^8 s million for the year 
* 933 “ 34 » Commonwealth Bank agreed to finance 

these deficits by means of treasury bills, on the under- 
standing that some funding of treasury bills should take 
place during the year. The Commonwealth Govermnent 
announced its intention of using its improved fimincial 
position for the relief of taxation.* 

The Commonwealth Government ended the year with a 
surplus of j^3-5 million, in spite of an unforeseen expendi- 
ture of £2 million for the relief of wheat growers. Revenue 
showed an increase of over million, including million 
for customs and excise, and about million each for sales 
tax and income tax, in spite of some remission of taxation 
under both these heads. 

There were four possible policies for the Commonwealth 
Govermnent in respect of their present and prospective 
surpluses ; (i) to reduce State deficits, (2) to pay off debt, 
(3) to spend any surplua on capital works and the relief of 
the unemployed and of farmers, or (4) to remit taxation. 
To the first of these courses the Commonwealth Govern- 
ment were in principle opposed ; it was not, in fact, 
necessary for the maintenance of public confidence, and, 
• See Thi Round Table, No. 92, September 1933, pp. 910-914. 
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«• defidtt were bong financed means of treasniy UBs, 
the effect would have been deflationary. Repayment of 
debt was also inaffnopriate to a period of depression. 
Free spending, on the other hand, would have had a cold 
reception from business opinion and might have impaired 
confidence. Remission of taxation, without any decrease 
of expenditure, accordingly seemed the most useful con^ 
bution that the Government could make to busing 


recovery. Moreover, it was ruturally popular. For some 
time the daily press with singular unanimity had come to 
the conclusion that heavy taxation was the only bar to 
further recovery, and the demand for remission was per- 
sistent. Once committed to this policy, the Government 


went to the utmost limit. They proposed to remit taxation 
to the extent of ^^7-5 million (about 13 per cent, of all 
Commonwealth taxation), and to increase expenditure iy 
million. The total liability thus imposed on the 
budget, up to June 1935, would be nearly £16 million. 
^ expectation was that about £11 million of this would 
be provided by the present improved state of government 
revenues ; the remainder would be met by the accumulated 
su^luscs of the last two years, amounting to about /x-g 
mdhon. The statement, being in effect a two years’ 
budget, was of special interest. 

&v.rnmc„,, 4 e„. d^ided ,o give a»ay everyth!.* 

1 this step no doubt partly in order to defend itself 
in advance from the probable demands of indnstries State 
Governments, pensioners and its own empwT S' 
^cy was not, however, quite as reckless k if appeared. 

ft a bold construed”; 

po^ u, view could no, aL<if’o„e tlZl 

up^r^ t'r' o' £--7 nnlUon wii. made 

^ 7 me bcullinGovcramem in pensions and pnbUc 



l%!e Fkiadal^Posttioa 

‘ ^£b>'addiianB, £i’$ td j|d^f# 

to r«i^ieiidka«e Inoftt reveinie on defence AxsifWimir 
Wt tys ms 'O&eC hj antonutic decieeset in iteoM* 

The BOBis^ts of direct taxation asH^QAted to £s ndSioo, 
TliB ^wcial surtax of lo petr cent, on income irom inoparky 
was r^Qced to 5 per cent., and “ persmial exertion ” rates 
were reduced by 15 per cent. The land tax and the taxation 
of insurance companies were substantially reduced. Perhaps 
the most useful remission was one of Sd. in the in the 
tax on company incomes. 

Remissions of indirect taxation amounted to ^^4*3 million, 
of which £2 6 million was accounted for by reduction and 
exemptions in the sales tax. Reductions of tariff rates, 
mostly in accordance with the Tariff Board’s recommenda- 
tions, accounted for ^1-4 million, and excise reductions on 
beer and spirits for the remainder. 

The atmosphere of universal beneficence which pervaded 
the Federal budget did not extend to State Treasurers. 
Their task was still the unpleasant one of reducing deficits. 
The budget proposals are set out below in comparison with 
the June undertakings and actual results in 1932-33 : — 
State Deficits in thousands of £s 



1932-33 

June 

1933-34 


Results 

Undertaking 

Budget 

New South Wales . . 

. . 4,271 

3.950 

3,601 

Victoria 

856 

800 

700- 

Queensland . . 

• • 1.554 

1,850 

1,848 

South Australia 

1,009 

1,100 

933 

Western Australia . . 

864 

750 

748 

Tasmania 

55 

50 

51 

Six States 

8,609 

8,500 

7,881 


The .figure of ;^8-5 million for total deficits was accepted 
subject to reductions on account of London conversions 
and of the further efforts that some Treasurers thought 
possible. On the face of it the budget figures show an 
improvement, but it is too early in the financial year to 
forecast Imw budget plans will turn out. The attitude of 
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the Statee towards the problem varies. Vksaiil^ 
Australia and Tasmania follow the defiatioaaiy 
natural to Treasuries. On the other hand, policy in Jfcir 
South Wales and Queensland is guided by a ccmsiilered 
resistance to deflation. Western Australia is domumtedili^ 
the consciousness that it is still “ The West,” with all its 
accepted connotation. The reduction in the New South 
Wales deficit is rather the result of a skilful adjustment of 
accounts than of any real approach to a balanced budget. 
One may guess that the three last mentioned States will be 
content to persist with deficits no greater than at present 
until opinions change as to the wisdom of this policy, but 
the present rise in wool prices is likely to put New South 
Wales and Queensland in a better position next June than 
their estimates indicate. 

The general position was thus satisfactory, for the States 
were more than holding their own and the Commonwealth 
was making a bold bid to stimulate private enterprise. 
The assumption that the taxes remitted would “ fructify in 
the pockets of the people ” may prove ill-founded under 
present conditions, but detailed examination of the taxation 
remitted - suggests that two-thirds of the whole may be 
expected to pass into active circulation, bringing substantial 
indirect benefits in the way of employment and profits. 

Unfortunately, at this juncture the continued low price 
of wheat brought the wheat-growers’ plight to a head. 
The price of wheat has been for some months under 2s. 
a bushel (Australian currency) at country sidings ; nor 
is there any present promise of improvement. Something 
had to be done for the wheat-grower, but the Government 
was empty-handed. It had mortgaged its future for two 
years, and there was nothing more to give away. The 
cheers that greeted the budget remissions of ta Tat if> n 
were still echoing, and it was very embarrassing to reverse 
the movement so suddenly. 

In this dilemma, a tax on flour — ^always the favourite 
nostrum of the Country party — won its way . against the 
400 
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at i^^saeiQa 4 mmwtai^^?fm^i 
It wv i&. « .sai8e^ i^^ cziurtlf tmtion-^ leatf it wtas. it 
difiereatM^ of taxatioa &t»h that remitted* aa 4 l^i!U» 11^ 
a lobal confused appropriateness about it ; so the < 3 oaem- 
meat embraced it. In Australia, a tax on essential foo^s 
is passed 'On means of wage-fixing machineiy to the 
empk^er, and is eventually borne in large measure by the 
unsheltered export industries. The flour tax was therefore 
going to fall in the end on the people most needing rdief. 
For this and other reasons, the proposal raised a hullaballoo, 
and the Government, retracting, arranged for a loan, to be 
repaid in three years out of revenue. Any loan for such a 
purpose aroused indignation in other quarters. The 
Government appears at this stage to have lost its head, for 
a series of new expedients was reported almost daily from 
Canberra. The question became political in the worst 
sense, and the issue was long uncertain. Relief to the 
amount of million was the minimum figure on which 
the Government could make terms with the Country p%yty. 
In the end the money will be found mainly by a flour tax 
(£1,600,000), partly by increasing the present ridiculously 
high protective duty on imported tobacco (£220,000), and 
partly by abandoning part of the proposed remission of the 
special 10 per cent, property income tax (£220,000), so that 
the tax will be 6 per cent, instead of the 5 per cent, indicated 
in the budget. The rest will be made up out of surplus 
revenue. 

The Government’s weak acceptance of a flour tax opens 
up the dismal prospect of a systematic bolstering up of 
exports by means of a “ home-price ” on the commodity 
exported. Already a Bill has been announced to make 
more effective the subsidising of butter exports by means 
of Federal control. We have had the home-price for butter 
for some years by arrangement within the industry, but 
the scheme was breaking down under the increased propor- 
tion exports. When the several Governments of the 
Commonwealth make it pc»sible for producers to dump 
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batter on tbe world marbt at less than the catt 
ducdbn, it is difficult to see how the ConnaoMwrith 
Govermnent can wdth any decency support Mr. Bnne% 
recent protests against the narrowing of ^e British nmhet 
for Australian dairy produce. Further conunent anst^ 
however, await the detailed proposals of the Government. 

A word majr be said on the treasury bill controversy. 
The G>mmonwealth Bank still urges a substantial fnndi^ 
of the outstanding bills, A considerable body of opinion 
holds strongly that it has been the financing of deficits and 
public works by means of treasury bills that has enaWlod 
the country to escape the worst excesses of defiation. A 
compromise has been reached to this extent, that for the 
balance of this financial year the Loan Council will raise 
money for public works on the market, while the Bank will 
take treasury bills to cover revenue deficits ; but there is 
still disagreement about funding. The matter came to a 
head in November, when the Loan Council wanted a loan 
mainly for work, and the Bank one mainly for funding. 
A compromise was reached by which the loan was equally 
divided between the two purposes. It seems that the 
inflationary use of treasury bills is not likely at the most 
to go further than keeping the volume of bills for some 
time at its present level, and that any substantial increase 
on account of deficits will be quickly funded. There ate 
^ about £so million of treasury bills in Australia. 
Whether the volume is excessive or not must be judged by 
comparison with the long-term government debt of /6oo 
nuUion, or banking assets totalling ^+oo milHon. The 
bills are held entirely by the bank, and there seems no 
reason why the market should not be broadened by including 
other financial houses as customers. Generally, it seem! 
clear tlut the treasury bill has come to stay as a useful 
financial instrument. ^ 

As a whole, the position of Australia must be regarded as 
wmparatively satisfactory. In the field of publiffinance 
three^ars ago we faced a total prospective deficit^^ 4 (; 



IttiiBoit ' ‘iJit m eStid; a sttxplul cA wiwrte 

aeoon&t ior ^ {overamentB combaiied ; and ^al yw wt 
tatAA hnt cdHiMdmbly improved on tbat if bad been 
«DMlb vvbile;. Bat there are widefy different vie^ bbib aft 
to tbe significance of the present position and as to the 
probable effects of the poliqr pursued. 

Credit or responsibility does not belong exclusiveljr to 
one political party. The predominance of Nationalist 
Governments does not altogether allay anxiety in respect 
of financial and economic policy, and in New South Wales 
counsels of caution find grounds for criticism of both the 
Commonwealth and State Ministries. , On the other hand, 
it must be remembered that in the Commonwealth Governr 
ment it was the Scullin Ministry Vvhich, though with 
reluctance, cut pensions, government wages and salaries, 
reduced interest on loans, and imposed unpopular taxation. 
As cynical observers three years ago remarked, it was all to 
the good that a Labour Government should carry out these 
reforms — they could do it •with much less social disturbance 
than any other party. The Government would be rejected 
■violently at the next election and their opponents come in, 
to reap the fruits. And that, too, was all to the good, because 
business would recover confidence more quickly and fully 
under a Government that could be counted upon as 
sympathetic to the full enjoyment of the fruits of profitable 
enterprise. 

In the matter of external solvency, the change has been 
equally revolutionary. Dr. Roland Wilson’s work on the 
balance of payments, which is being published in the 1933 
Tear-Booky ■will repay close study in this connection. For 
the present year it is reckoned that imports and exports of 
commodities, taken in conjunction with external interest 
on public debt million), give a true picture of the 

balance on current account, because current gold production 
just about balances the net debit on all other items. On 
all current items we had a net debit of million in 
1928-29, wluch increased to £72 million in 1929-30 with 
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die begummg of the idl in erpdrt prices. la 
was reduced to £i6 inilUon and in 1931-32 actual^ «gned 
into a credit of ^6-4 million. For 1932-33, th^ Mn a 
small debit of ^^3-8 million. For these two years, theie^are^ 
we have achieved a satisfactory balance, in contrast to 
1929-30 when the net debit amounted to 62 per cent, of 
our total credits. 

This result justifies the Commonwealth Bank’s judg- 
ment that an exchange rate held steadily at ;|^I25 Australian 
to j^ioo sterling was necessary to attain and preserve 
external solvency, even after the drastic cuts in wages and 
interest and other internal costs that were carried through 
in 1931. Yet this exchange rate has not built up the 
necessary reserves in London against a bad season, and the 
present balance has been achieved only by reason of a run 
of exceptionally good seasons. On a more cautious view of 
prospects, the rate would have been held higher — ^at 135 
or 140-80 as to give a safe London reserve. The recent 
rise m wool prices, however, combined with another good 
Mason, has confirmed the Bank’s optimism. Wool prices 
in November were 80 per cent, above the 1932 average, and, 
after allowing for a light clip and lower prices for wheat 
and butter, exports should show an increase of about /i? 
million in the current year. Some expansion of imports 
wiU follow, but the net result should be a small but appreci- 
able increase of London reserves. 


The ‘lariff and 7 he Exchange. 

The problem of adjusting the tariff so as to avoid the 

Tu'S depreciatiorof tt 

umalian pound and the 10 per cent, primage duty on 
W • - the SeptemL ZZ 
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«ad «a(pot«A }|o< aad jeacs of tlie 

Tlie Gm&ammt W9 deeply cOsonuttod to Ac(i;iB|iitiag’^ 
advice cf the Tariff Board, but its protectionist elemrats 
vieic akrmfid at the widespread reduction (A duties in- 
v^ved. The Board’s report, though moderate, ym 
indeed a landmark in tariff policy. The reference of the 
exchange question to them forced them to consider the 
relative movement of costs in Australia and abroad, and the 
evidence was convincing that, in spite of the depreciation 
of the Australian pound, costs in manufacturing industry, 
apart from raw material imported, had fallen in relation 
to British costs. Their conclusion was that the lo per 
cent, primage duty could be abolished and all protective 
duties reduced by one quarter (with a maximum of I2f per 
cent.) without danger to Australian industry. This 
reduction, the Board considered, would still leave some 
industries over-protected, but would be safe as a general 
reduction over all protected manufactures. This was the 
gist of the Board’s recommendations, which covered also 
special provisions of some complexity to deal with de- 
preciated currencies, future movements of the Australian 
exchange and other special circumstances. 

After long hesitation, the Government decided to 
accept the Board’s report with regard to primage and to 
duties on British imports, leaving imports from other 
countries, where indeed the evidence was not so clear, 
for further consideration. The necessary amendments to 
the tariff passed through Parliament very quietly. The 
expected opposition both in Parliament and in the country 
was almost perfunctory. Even the most fanatical of the 
protectionist papers accepted the revision with almost 
formal protests. One can only conclude that there has 
been quite a remarkable recovery of fiscal sanity in Australian 
public opinion during the last two years. 

Presumably the Tariff Board is now authorised in effect 
to take exchange fully into account in its investigation 
into individual industries, and one may expect in the 
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immediate future a very TaluaWe pruning <rf Ae caceiitt 

of die tariff in a number of important itema. 

II. Constitutional and Othea Problbma 
Lieutenant-Governors in Western Australia and Tasmonta 

T he letters patent constituting the office of Governor 
in the Australian States provide that during the 
absence of the Governor the duties of the office shall be 
discharged by a Lieutenant-Governor, or by an administra- 
tor appointed under the Sign Manual and Signet. When 
a Governor is merely temporarily absent from the seat of 
government, he may appoint under the Public Seal of the 
State a Deputy-Governor, if there is no Lieutenant- 
Governor, or if such officer is absent from the State or 
unable to act. Sometimes a specific person is appointed 
Lieutenant-Governor, but in any case a dormant Com- 
mission appoints the Chief Justice of the State for the 
time being, or in his absence, the senior judge, as the 
Lieutenant-Governor or as the administrator. These 
arrangements are not without their difficulties.* 

If a Lieutenant-Governor is appointed who has been 
actively associated with a political party, even bona-fide 
decisions are liable to the suspicion of bias among those 
who have been opposed to him politically. And if he 
conceives it to be his duty to use his powers to further 
the interests of his party — as was expected of the Lieuten- 
ant-Governor in Queensland — then the office loses both 
its independence and its dignity. On the other hand, the 
appointment of members of the judiciary is not without 
serious reactions upon the judicial office. It is impossible 
to ignore the changed temper in party politics in some of 
• S«Thi Round Table, No. 40, September 1920, for the circumstance* 
in which Mr. Lennon was appointed Lieutenant-Governor and the results of 
his appointment ; No. 59, June 1925, for a Tasmanian case ; and No. 61, 
Dtctmbtr 1925, for a fuU discussion of the method of appointing State 
^rernors and the constitutional issues connected therewith. See also 
re the A pf ointment of Governors to Australian StaUs. Cmd. 
1,683, June »9 i 6. Price is. 
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due mAMncedist 

iiBXCta>parHeiBe»ui7 bodice cea exert aixm "StkdBten. 
In 80^ drcumsusces numf judges feel t^t diey shotdd 
not be '{dSced m a position dat may invedve them in 
pohtiesl coni^m. It cannot be too oiten anphasised that 
anythbig vdiich tends to lessen the prestige of the judiciary 
is to be avoided. 

Some of these questions are raised again by the appoint- 
ment of Sir James Mitchell as Lieutenant-Governor of 
Western Australia. At the last general election Sir James 
Mitchell’s Cabinet was defeated and was superseded by a 
Labour Ministry. Sir James Mitchell himself lost his 
seat. Some time afterwards it was announced that the 
Chief Justice, Sir John Northmore, had resigned his com- 
mission as Lieutenant-Governor, and that Sir James 
Mitchell had been appointed lus successor. Some members 
of the Labour party strongly criticised this action, and 
the member who defeated Sir James at the election asserted 
in Parliament that the Labour Government had not been 
paid the compliment of prior consultation by the Imperial 
authorities who were responsible for the appointment. , 
The Labour Premier, Mr. Collier, refused to say whether 
or not this was true, and even when Sir John Norjhmore 
made a public statement regarding the appointment 
refused to say more than that “ matters of this kind are 
always stipulated to be strictly secret and confidential, 
and are consequently treated as such by Ministers.” Sir 
John Northmore was not so reticent. In an interview with 
the press he said that he had expected that the 
“ grotesquely inaccurate statements ” about Sir James 
Mitchell’s appointment “ would have been authoritatively 
contradicted.” As this had not been done he wished to 
state “ quite definitely that the appointment of Sir James 
Mitchell as (his) successor was made by the King on the 
recommendation of the Premier, made through (him) in 
the ordinary way to the Secretary of State for the Dominions 
and (he) understood, with the approval of the Cabinet.” 
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In Tuomiu the «*«« intereft craatrea rcnuii 
in Sir Herbert NichoUs, the Chief Jnsoeej rai^ud 
hk office M lieutenant-Govemar, al^n^ the 
his soccesaor was some time ago active in politics raim 
in a minor degree the same issues as in Western AnstnHs. 
The Premier, Mr. MePhee, intimated to the press that 
he had been told by Sir Herbert that he had forwarded his 
resignation to the Dominions Office. It was not dear 
that there had been any prior consultation with the Govern- 
ment. Subsequently it was stated that the King had 
accepted the opinion of the State Government that Sir 
Elliott Lewis might most suitably fill the position. Sir 
Elliott had been twice Premier of Tasmania, and had held 
other ministerial offices. He resigned from active politics 
in 1922, and has devoted himself to his practice as a solicitor. 
Since 1924 he has been ChanceUor of the University of 
Tasmania. 

Politics in Western Australia and Tasmania are fortun- 
ately free from the bitterness and factiousness that 
characterise some of the other States, and the appointments 
of both Sir James Mitchell and Sir Elliott Lewis have been 
well received. Nevertheless, the constitutional aspects of 
such appointments have been in no sense clearly worked out. 
At the same time, if persons who have been active in 
politics are eliminated from consideration, and if the 
judicial office is likely to be adversely affected, it will be 
very difficult to obtain a Lieutenant-Governor with the 
nwssary qualifications for the office. And yet the political 
history of Queensland might have been very different had 
a non-party Lieutenant-Governor been appointed. 

Increase in Federal Parliamentary Salaries. 

Members of Parliament must grow accustomed to the 
animadversions of their opponents, and even to the criticism 
of friends, but it is seldom that all members, iries- 
p^ve of party, come under a common lash. This has 
been the experience of Federal members who rccendy 



Gonsdtutioiiiiini Olher Problems 

” ■'<! £f$ pdr MbBum^ia 
t&eif pijmmeaiemf: "a^bwsmces ’’ « diaciiMliaa'M » 

aKiiBitt;iq^!ro{>nW]^ fSmncui i^lte£ fii&i*’ 

As |list oi flwir “isacrifice ** under the Fremkire’ pUn4 
menthm «£ the Federal Parliament reduced dieir alh>«M 
anees hf ^S ^ccst., as against the so per cent, redaction 
allied to similar salaries paid to public servatnts of the 
Coasmcmwealth. That is to say, the allowance was 
reduced to £y$o per annum, from £1^000 per annum, 
to which sum it had been raised in 1920. The restoration 
was approximately equal to the relief granted in the 
Commonwealth budget to the public servants. 

It was unfortunate that the “ increase ” should have 
been voted not long after the Federal Arbitration Court 
had ruled that the economic circumstances of the country 
did not yet justify the restoration of the 10 per cent, cut 
in the basic wage that had been imposed on wage-earners 
as part of the plan for the rehabilitation of industry. It 
was doubly unfortunate that it should have occurred on 
the very day that the New South Wales Arbitration Court 
declared a further reduction in the basic wage (in that 
State), for men from £$ Ss. 6d. per week to £^ 68. 6d., 
and for women from £1 17s. od. per week to 168, od. 

On the other hand, it is true that the Commonwealth 
budget showed a considerable surplus, although the States 
have still serious budgetary problems. And it is also 
true that, although the Federri Government was making 
generous remission of taxation, it had threatened to go to 
the electors rather than concede widespread demands to re- 
store the “ cuts ” that had been made in old age pensions. 

Some of these things made the “ restoration ” to mem- 
bers not a little incongruous, and the political manauvres 
accompanying it, and still more the exaggerations in the 
press, aroused indignation. The editorial columns of the 
press, irrespective of party affiliation, reflected the storm 
of popular feeling, which found voice in trenchant denuncia- 
tions from platform and pulpit. The conservative press 
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«ed with the normally Ims restrained journals ia it» iwe 
of dhsparaeiim and sarcastic captions, which rai^ fonA 
sudb phrases as : “ Another Salaries Grab,” “ The Galted 
Jade,” and “ The /;75 Look,” to “ The Salaries Blunder- 
storm,” “ At the Burglar’s Hour,” ” An Inglorious Eihibi- 
tion of Political Greed.” Labour organisations, which 
sund for the principle of increased wages, resented the 
action of their own political representatives as damapng 
to the workers’ cause. 

Members first affected astonishment, then attempted 
justification, and, finally, stung by one particularly cynical 
criticism in a Sydney journal, moved in the House to hale 
to the bar the editor and the publisher of the paper. And 
they also threatened reprisals by attacks upon the postal 
and telegraphic concessions afforded to newspapers. 

Fortunately, wiser counsels prevented precipitate actiem, 
and when, after a lapse of nearly a fortnight, the directors 
of the offending newspaper explained that the article had 
not intended to reflect upon the personal honour of members, 
Parliament decided that its dignity had been vindicated. 


Legislative Council Elections in New South Wales 


The election of the reformed Legislative Council of New 
South Wales has brought to a close one of the most memor- 
able chapters in the constitutional history of that State. 
After the acceptance of the reform by the people,* Parlia-. 
ment set about providing the machinery for the election. 
The validity of this legislation was unsuccessftdly chal- 
lenged in the State Courts, but an appeal to the Privy 
Council is now pending. 

Meanwhile the election of new members has been held 
under a system of proportional representation. There were 
four ballots, at each of which fifteen members were 


• For an account of the fight for the reform of the Legislative Council and 

lid No.. 
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Im twdve^ nine, dx, end diihw yeafs 
renpecuyel^. ({» iatare* at the end of eveiy thvfe yean, 
fif tsep naemben will be elected for a term of twelve yeus.) 

^ ihe dectioas is returnable on January ty, 
193^ jmd the new Council will be constituted aa a subsof 
quent due to be proclaimed. 

, TweaQr-rthree of the 118 sitting members did not seek 
election to the new Council, and of the 126 nominations 
received 68 were made by Government supporters, 45 by 
the Lang Labour party, and six by the Federal Labour 
party, while seven stood as Independents. The ballots 
were held at intervals of a fortnight, commencing on Nov- 
ember 2, and each candidate had four chances of election. 

With so many candidates, and with party feeling in- 
flamed, as it was, by the bitterness that the project 
of reform had engendered, it was inevitable that there 
should be a vigorous canvassing of votes. The Govern- 
ment had refrained from “ running a ticket,” but agreed 
upon a group that it recommended as worthy of support. 
TTie Lang Labour party not only had a carefully prepared 
ticket, but attempted to regiment its supporters into voting 
a meticulously marked “individual ticket,” which was 
distributed to each supporter. It confidently asserted 
that it would be able to check how each person voted, 
despite the stringent precautions to preserve the secrecy 
of the ballot. 

Not only were these predictions falsified, but the results 
of the ballots provided not a few surprises. While the 
Government supporters secured the full thirty-six seats to 
which their voting strength entitled them, the Opposition 
was split on unexpected lines. Of the 24 Opposition 
members returned, no less than five represented Federal 
Labour, and two were Independents, whose success has 
caused considerable heart-burning. Those people who had 
hoped to see a Council composed predominantly of new 
members have the satisfaction of knowing that there are 
nine new faces in the House (seven being Government sup- 
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jxMrtm) in addition to 14 members who were ^pp«&t«edl li^ 
the present Government last year. In other 
more thanmie-third of the Hoase can be regarded w ^aew.*'' 
There ia little doubt that the quality of die new Gbom^ 
will be soon tested. Most people, however, wifl agble 
with the statement of the Premier, Mr. Stevens, that 
new G)nncil is one which will give the people a sense* of 
security, and which by its sane outlook and practical wisdom 
will gain and retain the confidence of the whole community.” 


The Idea of Longer Parliaments 


The desirability of securing some continuity in the work- 
ing out of the various “ plans ” for rehabilitating the 
fortunes of the Commonwealth has provoked some interest 
in the idea of “ longer ” parliaments. The matter was con- 
sidered by the Royal Commission on the Commonwealth 
Constitution, and the majority report* recommended the 
extension of the term for which members of the House of 
Representatives should be elected, from three to four 
years. The proposal was made partly out of sympathy 
with members campaigning over the immense areas that 
characterise many of the Australian electorates, and partly 
upon a consideration of factors affecting the internal work- 
ing of Parliament. 


In the South Australian election campaign of April, 
I933> the leader of the anti-Labour forces (Mr. R. L. Butler) 
urged that five-year parliaments would promote economic ' 
stability, foster political harmony and reduce the expense 
and dislocation associated with elections. Although the 
proposal evoked little popular interest, Mr. Butler pro- 
ceeded, on his assumption of office, to put it into effect. He 
brnugh, dp , BiU .0 amend .he cona,i,„i™ „f 
Anstp by epdmg Je life of the Aasembly from timee 
years, and of the Conned from sir to ten years. The 




Other 

aM|o<^twta|tJMm«feieatlyasiypQrw<^ 
to>i^ «^t^tliat.t&e tenn o£ die Leigidatiive Goax^ 8h«uld 
oafWexMndtd^deaoojiedtke « diat tiie nundwr 

afulaEpeBoe o£ dectionaaronld be dumnished. 

3f tbe time the Bill iieacbsd the Legislatnre Council 
vigorous and unexpected public opposition had derdc^ped. 
It was contended that even if Mr. Butler had mooted the 
idea in his polkf speech, the real issue upon which he had 
fought the election was a promise to continue to adhere to 
the Premiers^ plan. He could not claim that the principle 
of extended parliaments had been endorsed hy the e^- 
torate. 

The Council, therefore, compromised. It refused to 
extend its own life without first consulting the electors (the 
Legislative Council is elected), but it agreed that Mr. 
Butler was reasonably entitled to have the life of the 
Assembly extended to five years. 

As the Bill left the Council it contained but one section, 
which limited the extension to the life of the present 
Assembly. This destroyed the principle of the Bill, but 
nevertheless the Gktvernment accepted it. Moving that 
the Assembly accept the Council’s amendments, the 
Premier gave an assurance for himself and his Ministers 
that before the expiry of the present Assembly’s term of 
office a further Bill embodying the original principle would 
be brought down. By that time, people would have had an 
opportunity of estimating the value of the reform. The 
Labour party bitterly opposed both the principle and the 
compromise. It contended that Mr. Butler could not 
control the Council, even if he could pledge his Ministers, 
while it was highly unlikely that the Council would assist 
Labour to gain office for the five-year period proposed. 

Although the immediate political reaction to the South 
Australian experiment has been the decision of the Queensr- 
land Labour Government to amend the constitution of that 
State by making it impossible to reconstitute an Upper 
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House, or to extend the Ufe of purliament withflwt 
taUng a referendum,* the modem tcnden^ to en^e«« 

“ flanntfig ” the economic and financial life of the com- 
raanity may necessitate the adoption of longer ipnlhr 
mcnts. And this suggestion is strengthened by a consid^ 
tion of political developments. The frequency with whi^ 
threats are made by Opposition parties, that they will 
denounce agreements, or reverse policies, or terminate 
appointments, shows how far present-day parliaments have 
departed from the Victorian ethic, while the uncertainty 
that is engendered seriously disorganises commerce and 
industry. Five-year parliaments might lengthen the time 
for working out rival policies. At the same time, the post- 
war experience of Great Britain, Canada, and South Africa, 
who have quinquennial parliaments, shows that they have 
not enjoyed more political stability than has South Australia 
under a triennial system. 


Government Difficulties 

“ Generally unsettled with occasional heavy squalls ” 
aptly describes the recent political weather reports from 
Canberra and Melbourne. The Canberra unsettlement is 
principally connected with implementing the Ottawa 
agreements, the difficulties of which were foreshadowed in 
the Australian contribution to the September issue of this 
review,! but not a little is due to the efforts of sectional 
interests to appropriate some of the benefits that the 
improved financial condition allows the Federal Govern- 
ment to distribute. Apart from the crisis over the old 
age pensions referred to in another paragraph, the Govern- 
ment has been subject to constant pressure by insurgent 

•TTiose who recoDect that in 1907 the Queensland ParUament passed 
a measure requiring that any disagreement between the Assembly and the 
Council should be submitted to a referendum, and that in defiance of such a 
a vote, in 1917, the ^undl was abolished, may be forgiven for being a 
hide cynical about this proposal. See Round Tabu, No. .^o, SeptemLr 

t See The Round Tabu, No. 92, September 1933, p. 895. 
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groups. r;Bw>-ssuitpK *dbwe -kwre heeo. ORgubed nods hf 
nfUrseatiibrouC^ninlR^^ iliereliwbeenilMB^ihiih 

tiflu of 'Tsnoiis iaiCerests to have tiie land tax abolished, of 
comsieicial -interests to have the sales tax and prunage 
revietaed, of the defence interests, fdeadii^ unsettled world 
conditions as a reason i<x spending more upon armaments, 
while the only discordant note in a chorus demanding 
further reductions in the cost of government has come bom 
the public servants. These influences are reflected in the 
bucket and its history, which are dealt with in the previous 
section. 

Far more diflicult has been the last of tariff revision. 
At the last election, the Country party had vigorously 
assailed the policy of the Labour (^vernment in imposing 
prohibitive duties, as well as some embargoes upon im- 
ports. But when Mr. Lyons refused the Country party’s 
demand for the customs and other portfolios as a price for 
their support, the long-standing coalition with Dr. Page’s 
supporters was broken. Dr. Page showed his chagrin by 
announcing that the Lyons Government would probably be 
short-lived, and from time to time the smouldering resent- 
ment of the Country party at its exclusion from office 
flames up to the embarrassment of the Government. Its 
general line of attack is against the sloth and neglect of the 
Government in its tariff policy, which is also alleged to be in 
“ violation of the spirit of Ottawa.” But English primary 
producers use the same phrase to condemn the Australian 
practice of export levies to enable products to be sold in 
English markets cheaper than at home.* 

On the other hand, the Labour party and the manufac- 
turers violently assert that “the egregious blunder of 
Ottawa is denuding Australian manufacturers of the pro- 
tection which the people wish them to have.” And the 
Lyons Government is warned that “ its recreant, defiant 
attitude on the fiscal question has strengthened the deter- 
mination of the people that at the next election they will 
* See Tbe Sptctater of August 4, 1933. 
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of the hfinistrj is that the tariff legisladoa a^ iIk 
of tltt Tariff Board ** answer in foil the oupnaifaMB 
aMertion of sectional and often seif-sedong interests that the 
Otwemment is not honouring its pre-election tariff promiies 
nor implementing the Ottawa Agreement.” 

In Victoria strained relations between the United 
Australia party and the G>unti7 party have exbted hi 
stnne time, and have been intensified by personalities. The 
Government is dependent upon the co-operation of die 
Country party, but that party has for some time shown a 
disposition to use its strategic position to extort conr 
cessions in return for support, while some of its 
have developed such an attitude of intransigence as to 
paralyse legislative action. Some proposals of the Govemr 
raent (as in the Transport Bill) have been rejected with 
little reason, and this has had the effect of holding up other 
legislation aiming at rural rehabilitation. Although there 
is agreement upon the broad lines of a rural programme, 
there is discord over methods. Farmers’ relief, bulk 
handling of wheat, the marketing of dairy produce and the 
milk supply, all reveal acute differences, which were still 
unsettled in the last days of the session. 

The Premier, Sir Stanley Argyle, has shown a disposition 
to temporize, and this has been interpreted as weakness, 
bat occ^ionaUy-as in the recent by-elections^hc has 
taken the gloves off” and attacked the insurgents for their ' 
d«p,.ve «„ics. N„mh.lc», ,h. p«,, WcW y, 
»'«■>« are L di.i^d to 
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efperadlf in Vkboda the Cbnunootweihh. 'Hns ^ 
g£MM fsr t» te^«!Te ^ iuukt7 thtt was tinctnrin^ 
wiM improTifl^ ledtng of amfidence. For eve^ with wool 
fceep^ up, high prices for gold, successful couTersions of 
overseas loans iand of* local issues, and prospects of another 
good season, it was feared that political dissension might 
wreck all the efforts of the past three Tears. 

Notwithstanding the improvements just mentioned, all 
the State Governments are anxious about the lagging 
return of “ prosperitr.” The amounts needed for food 
relief have fallen to the lowest levels since the depression. 
This is partly, but not solely, the result of government 
er^nditure upon relief works. There is a vigorous body of 
opinion that favours increased government expenditure 
upon public works, but the difficulty is to find the weeks 
that are “ economic ” under present conditions. 

Australia. 

December 21, 1933. 
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SOUTHERN AFRICA 


I. Political Chronicle 


O N January 26 the Union Parliament will meet again 
after a seven months’ recess. It will taie into review 
the record of what General Smuts has described as an 
annus mirabilis in South African history — it will look out 
upon the future with substantial confidence, coupled, 
however, with an intriguing curiosity as to the nature of 
the scenes that are to be enacted on the political stage. 

As for 1933, South Africa is one of the few countries that 
can look back on it with almost unalloyed satisfaction. 
The political situation has changed during the last twelve 
months out of all recognition — and the change has been 
entirely for the better. In the economic sphere the 
recovery has been most encoura^ng, and the future is full 
of promise. 


There can be no question of the success of coalition in 
allaying the strife of a generation, as far at least as most of 
the leaders and the great majority of their followers are 
concerned. General Hertzog and General Smuts had 
fought one another strenuously, often bitterly, for twenty 
years. The gap between them seemed to be unbridgeable. 
But the very intensity of the political strife that has so 
often prevailed in South Africa, and the magnitude of the 
.ssues round which that strife has revolved, have tended 
to develop m its people a political mindedness, of which one 
rf ^ ciuractenstics i, a gtniua tor compromUe. It. 

characttnsric of W.g able ,o ,L hi. barHo 
b^crnm of the .ttuggle when the time ha. come for 



tx i cfr are co^perat^ tn-cbqr ia ij 

qjritolfaal fe i a iMiBiw Mw ; theCahiaet gii«aHttk«ii^agai^ 
evidfOieQ of the &eteroge&ett 7 of its (»%m. ^{ar^ .-kas 
ngai&taiit is the real change of heart Qver a great put of 
S<xith Africa to^j. Between Afrikaan&^peaking and 
Engli^Spealdng South Africans there has been a great 
growth of mutual confidence. More strildng still has been 
the disappearance in most of the country dktricts of that 
form of bitterness which has of late gone deepest into South 
African life, the bitterness of feeling between Afrikaans- 
speaking South African party men and Afrikaans-speaking 
Nationalists. The party feeling that poisoned the wells 
of friendship and co-operation between those who had 
essentially the same interests and outlook has gone ; the 
virulent opponents of a year ago now rejoice in chipping 
one another good humouredly as they recall incidents in 
the battles of the past. 

All this undoubtedly represents a major political achieve- 
ment, of importance not only in respect of South Africa’s 
internal relations, but also because of the enhancement of 
the Union’s prestige and of the good will towards it that 
has, one would hope, been called forth in the other member^ 
States of the Commonwealth and elsewhere. 

Since South Africa is not Utopia, no one would expegt 
the political developments that have taken place to have 
commanded absolutely universal approbation. In a sense 
the completeness of the success of the cosdition movement 
has provided the occasion for the reaction that has 
revealed itself. The coalition agreement between the 
leaders postulated the maintenance by the two parties of 
their respective identities. Yet to great masses of the 
Afrikaans-speaking people coalition and what it represented 
seemed so entirely right that almost at once the question 
was raised, “ Why stop at coalition ? ” Coalition was in 
the nature of things a temporary expedient. What was to 
follow it 1 A return to party strife on the old lines seemed 
unthinkable. There -was no efiective alternative, it was 
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clear, to the {nfion or luion of the Sooth Afiicaa «Bd 
Natkmaliat parties. \^ithoat traiting for the leadm, #i 
mdc and file initiated a movement to that end. Into^t 
movement the leaden found themselves irresistibfy- dnsrau 
Inasmndi, however, as there had been certain eleiBiuits 
in both parties that had accepted coalition vrithoot toi- 
thnsiasm, it was only natural that they should find fusion 
somewhat strong meat. At the outset the fusion move- 
ment was a rural movement. There was little enthusiasm 


for it among the En^sh-speaking supporters of the South 
African party in the towns. Natal, in particular, sturdily 
distinctive in its outlook, and by virtue of its consciousness 
of a specifically British tradition inclined to be intensety' 
suspicious of General Hertzog and of much that he has 
stood for in the past, might have been expected to regard 
fusion almost as some new Pan-Afrikander conspiracy. In 
fact, however, General Smuts has obtained the adherence 


of his whole party for the principle of fusion. At the party 
congress in each of the four provinces, including Natal, he 
secured a unanimous vote ; indeed the Natal congress 
ws the most enthusiastic of them all. There was mag- 
nificent leadership underlying this achievement. The 
leadership, however, found its response in what has un- 
doubtedly been in the nature of a swelling wave of national 
f«Lng. The readiness of the British minority in South 
Africa to turn awy from the old suspicions, for the nurture 
of which It was always possible to find abundant material, 

SmoM. When fim ht deaded on coalition he was strenu- 
onsly oppened .ntian his Cabinet and his party by onTrf 

ptonnd ,0, rhe snapicion titat even^'™' 



meeatAed meetdf to >«Mttie ^ «<«m 
oi #i io U wn ert *t awt ^eeir’s goMnd teOectSoo. 
aio«BeonB mrpEned tdiea Br. Malsa attadced |l;]i6 Innsn 
juaW Ha eni : «s a «ioladoii «f the ^eoalkfoii agreeoMait:^ tinul 
gftie atterance to critidsmB of ever4aa««8mg acsthhy of 
the Coofitioii <3oiveniment, and more especially of the 
I^sffle Ministm'. Able, determined, a master of poliltcd 
raanosnvie. Dr. Malan is a dangerous political opponent. 
His control of most of the Nationalist press places eocoeedr- 
in^ effective instruments at his disposal. And since the 
appeals to sentiment — ^the awakening of the memories 
South Africa’s uneasy past — which General Hertzog himr 
self so largely used in building up the Nationalist party, 
have not yet lost all their value as ammunition in political 
warfare, he can see clearly marked out before him the 
natural path for the leader of a reactionary party to tread. 

Hence the issue of fusion has been stoutly fought at 
the provincial congresses of the Nationalist party. At the 
Cape congress, in his own province. Dr. Malan prevailed. 
In the other three provinces General Hertzog carried the 
day, not, however, without some difficulty, especially in 
the Free State. As a result, the majority of the Nationalist 
party is committed to the principle of fusion. The Cape 
section of the party officially stands out, although an 
“ invasicm ” of the Cape by General Hertzog and his 
Nationalist colleagues in the Cabinet revealed that there, 
too, the Prime Minister can count on a substantial following 
for the cause that he has espoused. There can be no 
doubt that when the two leaders come forward with an 
agreed basis and programme for the new united party, it 
will be acclaimed by the great mass of the South African 
nation. 

So, then, in most of Sooth Africa a very much healthier 
feding has come to prevail. It is with a sigh of relief that 
political strife has been allowed to lapse into the badcground, 
and that the energies thus released are being diverted to 
the task of economic reconstruction. In that task, too, 
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•nbfUntul progress Jus I)een nude in 1955. 
tttnity offered by wiut may conveniently be called tbegdki 
preminm Jus effectively seized. The Witwatemasc^ 
still essentially youthful in its vitality and its adaptaltilityv 
has responded with enthusiasm to the new stimulus. 
ffotation of fresh ventures, the expansion of existing pro- 
positions, the undertaking of new developments, have 
proceeded apace. Confidence has been stimulated, and 
expectations have soared. Much of the activity has, of 
course, been merely speculative, but speculation very often 
both opens the way to, and provides the means for, con- 
structive progress, and during this last year much has 
undoubtedly been done to lay solid foundations for an 


extension at once of the present scope and of the expectation 
of life of South Africa’s major industry. Even the heavy 
taxation on the mining industry imposed during the last 
session of Parliament did little to slow up the process. 
Such effect as it might have had was rapidly neutralised by 
the increase in the price of gold. 

For South Africa in general the Witwatersrand is a 
radiating centre of prosperity. An improvement of con- 
ditions there communicates itself over an ever-widening 
circle. So it has been during the last year. The recovery 
in agriculture was, however, considerably retarded by 
drought conditions as bad as any that South Africa has 
expcrwnccd for more than half a century. The croakers, 
who deck, ed .hat South Africa is drying up, ot paintod. 
lugubrious word pictures of the encroachment of the 
de«rr, seemed to have all rhe evidence that they needed to 
’“"''"‘■i *■>'>' "e silent. As 

post seventy ol drought conditions to abundance of 
tact^ng showers. Again die desert U blossom^og l^ 
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. i . . fiaoBcsr cjoifoiBCic 
^ Gomsme^t lutt been fa'tcnin^ Wtb the assiftui^ of 
K«tnre fkejibnd even its vnldest hopes. a result It 
finds itself in a most advantageous position for attadi^g 
die permanent problems of rural poverty and ietrogtession, 
die solndoh of which is essential for the Union’s fiitare 
weKare. 

If the year that has come to an end is to be regarded 
with sati^ction and gratitude, what of the prospects for 
the year that lies ahead ? On the economic side there is, 
as will appear from what has been said, every reason for 
confidence. There are, of course, some factors that make 
for caution. Bounteous rains have brought floods in their 
train, and the valley of the Orange river, one of the few 
river valleys in South Africa that lend themselves to really 
productive land settlement, has been laid waste. There 
have been unprecedentedly heavy infestations of locusts 
from the north, reminding South Africa of its connection 
with the African continent, and at the same time emphasis- 
ing the interdependence of the Union, the protectorates, 
and Southern Rhodesia, if only by virtue of the fact that 
the work of extermination in the Union itself may . be 
rendered to a large extent futile if the locust is left to 
breed without restraint in its border territories. Moreover 
the return of prosperity to the Union has been bound up 
with the gold premium, and the lesson of South Africa’s 
dependence on world conditions has been too effectively 
forced home in recent years for the possible repercussions 
of a continuance or an aggravation of the present instability 
in the world economic position not to be appreciated. 
These, certainly, are factors that make for caution. They 
serve, however, merely to temper, not to destroy, the 
prevailing optimism. 

There is perhaps more uncertainty in regard to the 
political prospects. There can be Uttle doubt, even in this 
country of surprises, that the fusion of the parties will be 
effected. There need -be little fear that the present 
harmony between General Hertzog and General Smuts will 
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bcdistiirbed. Asiorqaesdonsof polic^tJiereujiqf^epSilt 
•iga of Bobstantial dtsagreeiDent. The native inqe h J|0t 
fikdj to be forced. For the rest, rocb at pie^t wb- 
merged maj come to present a threat of danger. The 
recent rerersal, for instance, by the Privy Council of a 
famous Haldane judgment, when it agreed to hear an 
appeal from a decision of the Supreme Court in South 
^rica on a matter raising no principle of special importance, 
threatens to bring up the whole question of the abolition 
of such appeals, an issue on which a cleavage might easily 
arise. It is probable, however, that the necessity of avoiding 
big constitutional questions will be appreciated, and the 
present truce maintained. 

There remains the possibility of trouble arising from a 
source whose potential danger, especially to a coalition 
government, is not usually recognised — the difficulty of 
satisfying the aspirations of political supporters in the 
apportionment of such openings for preferment as present 
themselves. All the probabilities, however, point towards 
a surmounting of these and other difficulties and towards a 
development of the present arrangement of convenience 


into a permanent partnership. On the face of it, of course, 
General Smuts’s tactical position might seem to be exceed- 
ingly strong. He can count on a united following, whereas 
General Hertzog’s party appears to be irretrievably split, 
with the result t^t he would seem to be entirely dependent 
on the good will of his former opponent. One must, 
however, avoid the danger of judging the situation too 
narrowly. General Smuts is in any case not the man to 
^use a tactical advantage such as he now holds; if he 

would forpvc him. General Hertzog may have lost a 
immediate foUowing, but 



f&ctor in tiie ntuttirai if ixdier tiu^ 
pmeateA fagr^llr. Malaiu It, is dear that whdi Par&OBeirt 
ih e ctf he not find more than fifteen <»■ fo^oMeis 

tn «iq>part :lnm in opposhicm to Generals Hertisog and 
Smata. It is admitted that, if after the fiisicm of the 
partkf a graerd dection is held, probably not more than 
hall a daz«i of those followers would be returned. Yet 
histoiy’ has a knack of repeating itself in South Africa. 
Dr. hfalan^B position to-day is peculiarly similar to that of 
General jffer^g himself twenty years ago, when he wait 
out into the wilderness with but a handful of parliamentary 
followers, out of whom he created the great Nationalist 
party. The party cries that were used in those days are 
for the most part still ready to Dr. Malan’s hand to-day. 
The right of secession, neutrality in time of war, he has 
always espoused ; with republicanism as a slogan he is 
already toying ; he is sedulously at work in the graveyard 
of bitter memories of the past. He and his followers will 
not fail to raise any issue out of which sentimental capital 
may be made. Will he repeat General Hertzog’s ovm 
success ? Will he also in time secure a majority following 
pledged to support his views ? The question is one of very 
considerable importance. If Dr. Malan fails, then it may 
be accepted that the issue of South Africa’s continued 
association with the Commonwealth on the basis of the 
Statute of Westminster is settled for a considerable time 
to come. If he succeeds, then we may look forward to 
the raising from South Africa of issues very similar to those 
which are being raised from Ireland at the present moment 
by President de Valera. 

The probabilities seem to point towards the conclusion 
that Dr. Malan will not succeed. For one thing, he is a 
good dozen years older than General Hertzog was when 
he started on his crusade ; for another he is at a disadvan- 
tage as compared with his former chief both in personality 
and in power of popular appeal. Moreover it is at least 
doubtful if the old sentimental slogans will be as potent 
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in dim efccts to-day a* they were tweaty yean ago, when 
coontijr audiences were less sophisticated, when tte eveatt 
that gave them their significance were fresher in meaV 
memories, and when the ontbreak of a Earq)ean war 
created conditions that greatly increased their pt^emry. 
It would, however, be foolish to ignore the possibiUtjr <4 
the emergence of factors, inside and outside South Africa, 
that would have an opposite tendency to those which have 
been mentioned. The potential significance of Dr. Malan’s 
opposition to the fusion movement sponsored by General 
Hertzog and General Smuts should not be under-estimated. 


II. The Altogetherness of Everything 

T he Union has many neighbours. Both they and the 
Union itself are daily becoming more conscious of one 
another, a consciousness that is not always accompanied 
by a sense of comfort . A summary of their mutual relations 
during the past few months compels a realisation of what 
someone has so aptly called “ the altogetherness of 
everything.” 

At the close of 1932 the Union slid off the gold standard, 
achieved a premium on the gold of which it is far and away 
the world’s greatest producer, and made possible big further 
developments of the low-grade ore of the Rand. The 
commercial clauses of the Mozambique Convention of 192&. 
were already irksome* ; the demands of the mines for 
native labour brought into sharper relief than ever the 
clauses that limit the Union’s recruiting rights in Portu- 
guese East Africa. Hencev in September, 1933, the 
Pretoria Government exercised its right to demand a 
revision of the Convention. Immediately afterwards the 
Union authorities set aside a long-standing prohibition 
against the recruitment of tropical natives for the gold 

IW Jr“U.7,” *9*®’ P- No. 73 , 
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itawwij and i^[Med to on esperittudital in^portttiws of 
20)00 mm ^xm beyond kthudef 22** south. ^ Tlutt icsch 
liitiMi iBiut affect the local labour supply of both the 
Mtodesias^ and possible of Nyasalaud. 

Nor is all. General Smuts has alwajs looked to an 
metowion of the Uniem’s influence northwards, and, by the 
same tobm, Pretoria has just been put into tele|diomc 
communication with Lusaka, the new capital of Northern 
Rhodesia. Mr. Pirow, the Nationalist Minister for Defence 
in our Coalition Cabinet, has been planning an aerial base 
at Durban, the replacing of pre-war guns in the forts there 
and in the Cape Peninsula, and the mechanisation of the 
defence force. He speaks with foreboding of the possible, 
though far-oflF, day when the Union may be called upon to 
defend European women and children in territories far to 
the north that have conformed to our policy of “ differen- 
tiation between black and white and (the) maintenance of 
white superiority,” against the black warriors of territories 
in which “ the policy of assimilation is being applied to its 
logical conclusion.” Meanwhile, the French Air Ministry 
has discreetly released talk of a French aeroplane service 
from Paris to Katanga, hard by the Northern Rhodesian 
frontier. And at the moment when the Union had con- 
cluded a shipping agreement with Italy and was about to 
scrap both the last vestiges of its own navy, Italian sub- 
marines appeared in its ports, the first such vessels to 
circumnavigate Africa. 

Drawn thus closer to her northern neighbours by air, 
telephtme, and ministerial vaticination, the Union sees these 
neighbours threatening to draw away from her economic- 
ally. Some time back. Northern Rhodesia gave notice of 
withdrawal from its customs agreement with the Union. 
In December, 1933, Southern Rhodesia followed suit, 
though avowedly with a view to revision. 

There has also been a revival of the idea of the amalgama- 
tiou of the two Rhodesias. In April, 1933, a group of 
unofiicial members of the Northern Rhodesian legislature, 
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headed bjr Mr. L. E. Moore, of Livii^toiie, ahandoaHl 
their opposition to the idea in face of the Gorenuff’s foy* 
gestion of a wider empl<^ent of natives rather ttum 
expensive Europeans in the humbler ranhs of the polioe 
and various other departments. Their motion in favonr of 
amalgamation was defeated. Nevertheless, south of the 
Zambesi, the Rhodesian party, which until recently held 
office at Salisbury, adopted as a plank in its election platform 
closer union with Northern Rhodesia and the incorporation 
of the Tati district and the northern Bechuaiuland Pro- 


tectorate. Its rival, the Reform party, went farther still 
and proposed “ confederation or other form of union ” 
with “ neighbouring territories,” thus leaving the door open 
for closer working with the Union. But it is noteworthy 
that no one in Southern Rhodesia had a good word to 
say for General Hertzog when, in November, 1932, still 
in his pre-coalition manner, he announced that the 
“ ultimate fate ” of the colony was incorporation in the 
Union, That incorporation, he declared, could only take 
place on the basis of unification as distinct from federatiem, 
equality of English and Afrikaans, and no restrictions on the 
settlement of Rhodesian lands by Union citizens. Those 
principles had ensured the rejection of General Smuts's 
more tactful offer ten years before ; they are certain to 
cn^rc rejection in any future worth present consideration. 

Next comes the matter of railways. These promise to 
p ay once more their accustomed part of bringing theStates- 

Bail, the leading political partieainSontheraRIwdeaiadMirc 

a railway core, do, ,0 ,he we« c«a, aa an alKenadvIT 
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FMectonte, on whiich Southern Rhodesia hits abrajs had 
itt ejre, and provision for whose mdnsion in IKe Unioa ut 
madfe in the Sojuth Africa Act. Does this sp^ raoro 
OdnipBcatiooS f 

The Bochnanaland Protectorate has been in the liihdight 
recentty owing to the suspension and reinstatement by the 
Imperial authorities of Tshekedi Khama, regent of the 
Bamangwato.* Behind that picturesque incident and the 
march of Vice-Admiral Evans’s marines lies the whole 
question of the continued Imperial administration of 
Bechuanaland, Basutoland and Swaziland. The Union 
has always envisaged the day when it would take over the 
Imperial “ islands,” and it cannot be doubted that this 
Tshekedi affair brings that question to the front once more. 

Lastly, South West Africa is stirring uneasily, sinking 
deeper into debt to the Union, and fretting against the 
Union’s trade and railway policies. Nazi enthusiasms are 
ranging the bulk of the Germans against the pro-Union 
British and Afrikanders, with repercussions in the Windhoek 
legislature and in its relations with the Union authorities. 

Let the mere list of these interlocking policies and prob- 
lems, all the way round the Union’s borders from Mozam- 
bique to the mouth of the Orange river, stand thus baldly on 
record. Perhaps, later on, it will be possible to show them 
all more adequately under one view. For the present it 
must be enough to single out three matters for more 
detailed examination : (a) the Italian shipping subsidy, 
(i) the Tshekedi incident, and (c) the position in Southern 
Rhodesia. 

(a) 7 he Italian Shipping Subsidies 

The subsidy to the . Italian shipping companies appears 
to have been arranged by Mr. A. P. J. Fourie before the 
coalition was formed, and the agreement was taken over 
by the new Government. It provides for a subsidy of 
jCi50}000 per annum for five years to the Italia and Libera 

*See Thi Round Tabu, No. 4S, September 1922, p. 910, No. 49^ 
December 1922, p. 200. 
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line*. It 18 suted that the Italian Government huB 


granted a sobsidjr of ^^300,000 per annum towards th^ 
new services. The Italia line, commencing on March 8, 
will provide a fast four-weekly service to Dakar, Gibraltar, 
Marseilles and Genoa. The time to Marseilles from Cape 
Town will be 14^ days. The boats are fitted with 90,000 
cubic feet of refrigerated space for fruit and other perish- 
able products. The Libera line will provide a semi- 
fast service to Mediterranean ports via both East and West 
African ports, and a monthly service via nearly all coast 
ports. Sailings between most of these and the Cape are 
at present very irregular. Trade does not justify regular 
sailings, and the absence of regular transport adds to the 
difficulties of building up the trade. 

The two main objects of the agreement appear to be to 
secure trade with south European countries through the 
fast scnice, and to open up new markets for Union products 
m Africa through the semi-fast and slow services. The 
Italian companies arc members of the Ocean Freight 
Conference, so that the fixed rates to Mediterranean 
and north European ports will apply. The west and east 
coast African ports, however, are not affected by the 
Conference. The Union Government will therefore 
control the rates on this route. 


For »mc t,mc there have been complaints about the 
ow?n.“ o “Motions in Africa 

and the htgh freights charged where existing lines ate#' 
alh The k„ repot, of the South African Shipping fiLtd 

far as the ports are co e argument so 
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tkoii^ one or two lines kave offered to put into any poict 
if the fre^t available amounted to ^£50, in djis absoice ci 
a subsidy it cpuld not be expected that such small quantities 
cmdd be. carried at as low a cost as freight on the KgaHki 
routes, for these freights would be the only inducepeut 
to calL Hie argument of the shipping interests is not so 
strong when it is applied to East African ports at which 
boats call regularly. If the calls are to be made in any case, 
competition would not necessarily result in the peak portion 
of the traffic paying lower rates than the other porticms. 
But when competition with the Conference lines arose in 
the past, the Union Government did nothing to prevent 
their use of “ clubbing ” devices to drive out the com- 
petitor. 

In the absence of legislation that would make com- 
petition possible, and in the knowledge that in any case 
competition could not provide the services to many ports 
where Union producers believe that they could ultimately 
develop markets, most people in the Union have regarded 
the subsidies to foreign ships simply as one of the ordinary 
forms of protecting new industries. The criticism has 
been not so much against subsidies as a temporary ex- 
pedient, as of the probability of their being worth while, 
and of the secret methods by which they have been arranged 
without any attempt to find out whether other lines could 
have provided facilities at a lower rate. On the former 
point the Cape Times estimated that, during the first six 
months of 1933, the total export trade of the Union to the 
ports served by the new arrangement amounted in value 
to about ,^131,000 ; a very great increase would be neces- 
sary to justify the subsidy. More, indeed, was expected 
from the fast sailings to Marseilles and Genoa than from 
the opening up of the coast ports. Doubts were expressed 
whether France would agree to allow, without restriction, 
the import of goods carried on the subsidised Italian 
line. But the difficulty, of developing the African trade at 
all in view of the present high rates made many business 
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men consider that this was too pessimistic a viewr. Clllfi' 
cum has concentrated mainly on the way the sntn^dy luu 
been arranged. The suggestion that the Italian compaliies 
must be able to provide the services more cheaply tiiift 
others because they also obtain a subsidy from their OViit 
Government is, of course, simply a piece of bad theory. 
The only way in which it could have been found out 
whether the service was obtainable from the English or 
German lines was by allowing them to tender. 

There are still some people in the Union who believe 
that subsidies generally do more harm than good. When 
the shipping subsidy was announced, one of these re- 
marked that already the Union taxpayer had to pay a 
subsidy to enable Italy to buy South African meat more 
cheaply, and now our Government had been persuaded to 
make the taxpayers pay the Italians to come and fetch it. 
In so far as this happens, whether it is intended to happen 
or not, it can only check the speed of economic recovery 
by helping to keep world prices of primary products below 
the economic level. This disadvantage must certainly 
be set against the claims made for the agreement, which 
Mr. fourie has admitted “ is all bound up with ” the 
Italian meat contract. That connection is thoroughly 
undesirable. It would be an evil day for the Union if, 
now that quotas are so common in trade, the acceptance of 
im^m were to be adopted by other countries as a means 
of obtaining subsidies for their industries. 

(l>) The Tshekedi Affair 

^ ,0. ,933. good ptoph of the 

si«o„..:rtrg rri 

to much surprise and some alarm The next m 
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Tbe c(f ' gyery thing 

far tbe'f^iHied! Kxtii|<fa)m ind the Ac^og li^ 
detter ibir ^ Native IVrritories tiwier the aro i nwaat io a 
of Impeml Government, vdiidi aSt^re^ the alarm if 
thtT* ^ not entirety dimipate the surprise. Sir Herbert 
Stanli^, ^ Majesty’s High Comnusskmer for Sbuth 
Africa, who is entrusted with the administration di the 
native territories of Basutoland, Swaziland and the Bechu- 
anahmd Protectorate, and is the representative in the Uniou 
of the British Government, was away on leave. In his 
absence the office of High Commissioner devolved on the 
Naval Commandeivin-Chief at Simonstown, Vice-Admiral 
Evans. 

The statement that he issued was to the effect that a 
disturbance had taken place at Serowe, in Bechuanaland, 
in which Tshekedi, the Acting Chief of the Bamangwato 
tribe, was involved. There was no fighting, said the state- 
ment, nor casualties of any kind ; the lives of the European 
inhabitants were not in any danger, and it was not found 
necessary to draft any forces to the spot. Certain action 
taken by the Chief having made it necessary to hold an 
enquiry, the Acting High Commissioner had ordered, an 
immediate enquiry to be held and such action to be taken 
thereafter as might be deemed necessary. The Acting 
High Commissioner informed the press that it had been 
reported to the Magistrate at Serowe that a European 
resident had been tried by the Chief’s Court and sentenced 
to be flogged, and that this punishment had actually been 
inflicted. He, the Acting High Commissioner, after con- 
sidering the detailed reports of the occurrence obtained by 
the Resident Commissioner, and conferring with him and 
his officers, had ordered an immediate enquiry to be held 
locally. He added that he would proceed in person to the 
Protectorate, to receive reports and decide upon the action 
to be taken, accompanied by a naval escort. The zoo men 
and three guns constituted the escort. 

Under the Orders-in-Council establishing what is known 
as the Bechuanaland Protectorate, the High Commissioner 
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is empowered to kgislate bjr Proclamation for tine 
ordcx and good government of the territory. TIm cvaaratMi 
law of South Africa, the Roman-Dutch law, is applied to 
the territory, but civil relations between natives «re 
governed by their own laws in so far as these are not in 
conflict with civilised jurisdiction, and disputes in which 
only natives are involved arc dealt with by the native courts. 
The native courts have no power to try or impose penalties 
upon Europeans. 

Tshekedi Khanxa is the Acting Chief of the great tribe 
of the Bamangwato, being the regent for the Chief, who is 
still a minor. He is a son of the late Chief Kbama^ the 
famous ruler of the tribe, one of the finest statesmen the 
Bantu race has produced. He is a young man, educated 
and civilised, whose qualities evidently draw a tribute even 
from the authorities who find fault with his conduct as 
Chief. One of the official complaints against him was that 
he would not work in harmony with the Administration, 
and he claimed that, as the country had not been annexed 
by the British Crown, the sovereignty of the Chief over his 
native subjects could not be overridden by the laws 
promulgated by the High Commissioner. This constitu- 
tional question, however, was definitely excluded from the 
scope of the enquiry instituted by the Acting High Com- 
missioncr into the trial and punishment of Europeans by 
the Chief 8 Court. ^ 


Tic Comm.s.o„ ,at and concluded its agniiT on 
Wadneaday September ,3, Tshakedi desired to be 
repreaented by counael.and had iMtrncted a member of tb* 
u^. b« to appear tot him before the Commiseioa 
O En,.,ty. The Commission, however, refused to heat 

snspendine him 

Entopean becanae the teer“«S 
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a» « Bating gi^ ti tMtitoea agakit 

agcmea, and dat'Ke had drawn -die attention the Adtmd- 

iatration to this inan*a n^oonduct without resuk. Tha 
mkoomhiet the Enrc^n, it may be added, ink not 
(i^mted, and at the close of the enquiry an order was issued 
batdshing him and another white man kom the native areas. 

On 'Hmrsday, September 14, the Acting High Gim- 
missioner returned to Serowe, where he was received by 
the escort -with a salute of 19 guns, and read his decision. 
He complimented Tshekedi on his personal qualities, his 
education and intelligence, but criticised him for selfish- 
ness and failure to work in harmony with the Administra- 
tion. He admitted the bad character of the European 
concerned and announced his banishment from the reserves. 
He then informed Tshekedi that as a punishment for causing 
the flogging of the European he would be suspended from 
his functions as Chief and excluded from the Bamangwato 
reserve during His Majesty’s pleasure. 

On September 29 a statement was published by the 
Acting High Commissioner, in which he cited a communica- 
tion from Tshekedi abandoning any claim of right to try a 
European and undertaking not to deal with European cases 
in future ; stating that he did not claim, and would not 
claim, to be immune from the laws of the Protectorate now 
or hereafter in force ; regretting what had occurred and 
assuring the High Commissioner that he would at all times 
work in harmony and loyal co-operation with the Administra- 
tion. After dealing with the facts of the case, the Acting 
High Commissioner announced that His Majesty had been 
graciously pleased to terminate Tshekedi’s suspension 
from his office as Chief, and also the order requiring him to 
live outside the reserve. 

When this statement was published, Tshekedi was on his 
-way to Cape Town, and on the following day he is reported 
to have paid an official call on Admiral Evans, the Acting 
High Commissioner, by whom he was received on board the 
flagship at Simonstown. On the following Monday he 
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formally ranrt^ed bf the Acting 
at Scfowe. So endted happHj a remariwble inddeat ^ the 
histoiy of the Pr<«ectorate administration. 

The qnestkm of the future government of the Frotecfiente^ 
separated by a Iwig and purely artificial fromtier from t&e 
Unkm of South Africa, together with that of the two other 
High Commission Territories of Basutoland and Swaziland, 
which form two small enclaves within the Union borders, 
is one that calls for early settlement. The South Africa 
Act of 1909, by which the Union was constituted, provides 
that the King-in-Council, on an address from both Houses 
of the Union Parliament, may transfer to the Union the 
government of these Territories, and provides in a schedule 
an elaborate form of administration which is to be applied 
to them on such transfer. Since that time, nearly a 
quarter of a century ago, nothing has been done either to 
give effect to or to abrogate these provisions. There can 
be no doubt that this condition of suspense has been the 
most serious obstacle to the carrying out of measures of 
administrative and economic development that are every- 
where regarded as being urgently required. 


(f) The Change oj Ministry in Southern Rhodesia 
The last Round Table article on the political situation in 
Southern Rhodesia was written in October, 1932.* Our 
Rhodesian correspondent then defined the atmosphere as 
one of “cautious optimism.” On the whole that optimism 
has been justified. Reviewing his Ministry’s record after 
his return from the Ottawa Conference, Mr. H. V. Moffat, 
the then Premier, claimed that it had made a fair division of 
Iwd between European and Bantu under the Land Appor- 
tionment Actt ; that the Native Affairs Act had laid the 
foundation of native local government on the well tried 
lines of Rhodes’ Glen Grey Act and Smuts’ Act of 1920 ; 

* Round Tails, December 193*, p. * 1 1 . 

June JJa;, ^ Co®™®*® vide The Round Table, No. 67, 
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tl)«t the nugbee, tpbacoo and dau7 contrda had saved idbe 
fanners, that ^old production had gone up, ju|d that the 
finances had been administered praden%. 

jDoubtiess the Ottawa agreements have h^ped fionihem 
Rhodesia round the comer. The stabilisation of the B^tish 
preference on her tobacco for ten years is a great gain ^ 
so also is the Canadian preference on her maize and pe»> 
nuts ; while the meat quota system in Great Britain h^ds 
out hope to her cattle ranchers. Doubtless also the Union’s 
departure from the gold standard and the approximation 
of its currency to the British and Rhodesian pounds has 
facilitated trade. Nevertheless, Mr. Moffat was justified 
in claiming some of the credit for himself and his coUeagues. 

The Ministry’s record has not, however, saved it from 
extinction. Mr. Moffat gave notice that he would retire 
shortly, and his retirement was certain to weaken his 
Ministry and its hold upon the country. Mr. Moffat, 
son of the Rev. John Moffat who played no small part in 
the making of Rhodesia, had succeeded Sir Charles Coghlan, 
the doughty champion of self-government in Chartered 
days, as leader of the Rhodesian party. That party had held 
office for ten years, from the very beginnings of responsible 
government. At first it really had been “Rhodesian” in 
the sense that nearly everyone who was not a Labour man 
had belonged to it. But with the passing of time, cleavages 
began to appear, as they must in a legislature and electorate 
where the party system was as fluid as it had once been in 
the Cape province of the ’eighties. Gradually opposition 
groups took shape under various names ; Progressives, 
Country party. Independents, and the rest. Mr. R. D. 
Gilchrist was for a long time the head and centre of this 
growing Opposition ; but, in July, 1932, he public-spiritedly 
stood back in favour of Mr. G. M. Huggins to ensure 
common action. Thereafter a considerable Reform party 
stood organised, over against the Rhodesian party. 

Personalities inevitably counted for a good deal in a 
small community of fifty thousand Europeans. In the 
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Soiitiie^ Africa \ 
mam botl) parties waated the same things, the Reformtirs 
wanting them more qniddj than did their oj^nent!. 
Bat there were differences of polic7. The attitnde of the 
rival parties on the issue of closer anion with the nmgh- 
bonring colonies has already been indicated. Further, 
the Reformers desired to get rid of the last vestige of 
Imperial control over legislation concerning the natives, 
railways, and so on ; to deal rigorously with monopolists, 
e.g. the British South Africa Company, which did not, in 
their opinion, develop their holdings beneficially ; to push 
ahead with land settlement and the segregation of Euro- 
peans and Bantu, even to the extent of “ the removal of 
the anomaly of Europeans and natives being on the same 
electoral roll ” — a Cape survival — and the discouragement 
of miscegenation by all means short of treating it as a 
criminal offence. Finally, their plans for the fostering of 
secondary industries were more precise than those of their 
opponents, and they were even ready to hold a referendum 
on the question of State lotteries. 


Meanwhile a long-standing issue came to a head, and 
weakened the ministerialists. Without going into historical 
deta'Us, it may be agreed that the position of the British 
^uth Africa Company in Southern Rhodesia rested on the 
itoyal Charter of 1889, and the Lipput and Rudd conces- 
sions From the former, the Company deduced that it 
owned the unalienated lands, and long unchallenged practice 
confirmed it in its deduction. Its claim was, however, 
challenged at last, and in 1918 the Judicial Committee of 

Rhodesian Govern- 

ZntZlt'' complicated system of payments and 
accompanied the grant of respon- 
sible government m 1923.* ^ 

cUimed the minerals under the Rudd 

but eii.ee lai^ ‘u’ Buchallengtd, 

,gtS at all events the cr, has been raised more 
•Cmd. 1984011925. 



lliil tehtoK tae^ea^ l 3 ut the a^niefals were 

featt&g w ^ bod. Hiree stKoessave inimA|1^b Itad to 

bti «itld»cw& because the Company’s rights trere explidtly 

recognised riierem, and, to ctomwi all, in July, 1932, a 

prmnxQent mineowner refused to pay royalties td riie 

Company. 

Mr. Mo&t, yielding to unexpected pressure from many 
of lus own supporters, therefore agreed to take legal advice 
on how best to bring this question before the Courts. The 
legal experts differed. Some said there was no case ; 
others said the case was good, or at least arguable. TTie 
Company, for its part, stood to its guns and demanded a 
definite acknowledgment of its rights. 

The Dominions Secretary decided the matter (though 
he did not end the controversy) by drawing attention to the 
so-called Devonshire Agreement which had covered the 
grant of responsible government. That agreement, he 
observed in November, 1932, “ must be understood not 
merely as a recognition by the Crown of the Company’s 
ownership of the minerals in Southern Rhodesia, but as 
imparting a promise not to call in question the rights 
recognised.” And lest anyone should say, and there were 
many who did say promptly, that the undertaking merely 
estopped the Crown but left third parties free to take 
action, he insisted that this recognition was “ an integral 
part ” of the agreement under which responsible govern- 
ment had been given, and was “ in accordance with the 
intention of all parties concerned.” 

Mr. Moffat, who personally had never questioned the 
Company’s rights, faced the political facts. He offered to 
buy the Chartered mineral rights. His action was some- 
thing of a gamble, as deriings in mineral rights are apt to be, 
but he might reasonably hope that with cheap money avail- 
able the ,1^100,000 drawn from royalties each year would 
meet the service of a loan of £2,000,000, which was the price 
agreed upon. The bargain was ratified at a stormy session 
of the Legislative Assembly in April-May, 1933. The 
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jCompisy lu 8 thus reKnqnished its Iwld up( 9 t 
w well 18 the Unds of Soathem Rhodesia. It still 
large farms and industries as well as the copt]:«(d <sf the 
raSways ; it is still, as the Reformers note, the hugest 
sb^ capitaUst m the country. But its mam mterests now 
lie north of the Zambesi. It proposes to shift its local 
headquarters to Lusaka, m Northern Rhodesia. 

At this stage Mr. Moffat made way as Premier for Mr. 
George Mitchell, btherto Mmister of Mmes and Agri- 
culture. The new Premier’s tenure of office was brief. 
A general election took place in September, 1933, a con- 
fused struggle of 78 candidates for 30 seats. In the event 
the Reform party came home with a short lead : 16 
Reformers as against 9 Rhodesians and 5 Labourites. 
Mr. Mitchell resigned, and Mr. Huggins was sent for by 
the Governor, Sir Cecil Rodwell. Strong pressure was 
brought to bear from many quarters in favour of a National 
Cabinet on British lines, or at the very least for a coalition 
on the South African model, but the Reformers could not 
work with the Rhodesian party, and Labour, led by Mr. 
H. H. Davies, declined to work with the Reformers, even 
though both parties had m common the desire for con- 
siderable State action. Mr. Huggms therefore formed his 
own Ministry, with Mr. Gilchrist as second in command. 
Of the six Ministers, one is a newcomer to parliamentary 
life, and three others have sat in only one Parliament. 
On the other hand, they are keen and energetic. 

The Reform Ministry have lost no time in getting into 
action. They have in their hands the report of a com- 
mission on the price of Crown lands appointed by their 
predecessors, which should fit in with their plans for a more 
rapid settlement of European areas ; they are already 
hoping to attract tourists to the great nature reserve, 
which they have projected in the south-east comer of the 
colony, possibly contiguous to the Union’s well-known 
Kruger Park, and they hope to enlist Portuguese co-opera- 
tion m what should be an mteraational undertaking * 
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Hie A^g^’^cmess of Everything 

are fdfi&iiig one decticm promise bf arrangtitg fof a 
refereadam on Sute lotteri^ which, if it is sweoess^ will 
add to the probkins of the Union (^vernmei^t, which fin<k 
the lotteries of Lorenzo Marques an ejpensiTe nuisance ; 
above all, with the approval of all parties, they have given 
notice that they will terminate the present customs agree- 
ment with the Union in June, 1954. All Rhodesians h^ld 
that the agreement has been so whittled away by emb^gt^ 
and quotas and the lilce that it is now hardly recogmsable 
as the original scheme for a free interchange of products. 
At the same time they have asked for a conference, and if 
that cannot be held before June, 1934, for a continuation 
of the existing arrangements till a conclusion is reached. 
It is revision that they want and not a severance of amicable 
relations. The reply of the Pretoria Government has been 
cordial and reassuring. 

South Africa. 

January 1934, 
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NEW ZEALAND 


1. The Budget 

O N one point at any rate Mr. G)ates was able to im- 
prove upon the example of both his immediate 
predecessors in the Finance Ministr7 when on November 9 
he rose to deliver his first budget speech. He could be a 
little more cheerful than had been possible for them. 
In his opening sentence he said he was “ glad to be able 
to note that export prices generally are on the up grade,” 
and though there had been occasional reactions since the 
first improvement set in early in the year he regarded the 
prospects as brighter than at any time since the depression 
overtook New Zealand. The Minister’s diagnosis was 
confirmed at Auckland on November 27, when the expec- 
tations based on the recent wool sales in Australia and 
London were exceeded at the first sale of the New Zealand 
seapon. At Christchurch on December ii the hopes of 
growers were again reported to be fully realised. On 
December 20 Dunedin did better still with an exceptionally 
large sale, at which prices from 100 to 300 per cent, higher 
than those of last year were obtained, France and Germany 
being among the keenest competitors. 

In his review of the Government’s exchange policy Ihe 
Minister did not attempt even an approximate estimate of 
its effects. He admitted that the rise in export prices 
which followed the raising of the rate had since been 
succeeded by a fall which did not leave them much above 
the level at which they originally stood, but the Govern- 
ment was satisfied to continue the policy. 

As a result of all the efforts made (said the Minister) the gap 
between costs and prices has been narrowed considerably, but the 
government statistician’s indices still show export prices about 
16 per cent, below the 1914 level, while farm costs, which are more 
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The Budget 

lUfficvk to mcataz«^ in Kill aopercnt, above thxtkveL ThiaudK 
poKtua after taklag tlie exdumge adjustment into iKpant, so it 
mil be eride&t that the meaanre of assistance given bf the railing 
of the rate mnat oontinne in the meantime. 

In Ms estinutes for the current fear the Minister puts 
the receipts from taxation at ^16,214,000, an increase of 
^609,000 over last year’s receipts. The new taxes imposed 
in January to meet the cost of the exchange policy — ^thc 
sales tax and the gold export duty — ^have worked out well 
during the first half of the year, and are expected to produce 
^1,712,000 and ^^124,000 respectively by the time it closes. 
With the proceeds of increased customs duties and some 
miscellaneous receipts, the aggregate is put at 1,954,000. 
But decreases under other headings make a set-off of 
345,000, in which the heaviest and most significant 
item is the further drop of ,^857,000 in income tax, making 
a total decrease of 748, 000 in two years, or over one 

third of the revenue. On the other side of the account the 
outstanding item is the one declared result of the exchange 
policy, “exchange on normal requirements,” 790,000. 

The Minister’s estimates may be summarised as follows ; 


Expenditure £ 

Debt services 10,445,000 

Exchange on normal requirements . . 1,790,000 

Transfer of motor taxation . . . . . . 1,179,000 

Other permanent appropriations . . . . 340,000 

Annual votes : — 

Social services 6,900,000 

Other votes 3 . 597 iO<» 

Supplementary, say, . . . . . . 149,000 


Revenue 
Taxation 
Interest receipts 
Other receipts 
From reserves 

Deficit £i,q^ooo 
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^^elw‘fealana 

Ttc deficit is a matter for congratulation when cornered 
with the Minister’s estimate of in his Janttary 

statement, but it would have been nearly doubled if die 
reserves had not been again tapped for £2,000,000. By the 
consent of the British Government, the payments in 
rnpect of the funded debt are again to stand over. 

Referring to the raising of the exchange rate and its 
effect in increasing government expenditure, measured 
in New Zealand currency, on external debt charges, the 
Finance Minister said that that had been anticipated when 
the rate was raised, and that full provision was made in the 
estimates to meet it. The amount required to meet 
interest and other payments in London was estimated at 
£^,2^0,000, while about ^^1,250,000 was needed for 
Australia. He pointed out that the latter payment would 
not call for additional expenditure, as the exchange costs 
would be recovered in remitting the money from Londdn 
to Australia, where, as in New Zealand, sterling com- 
mands 25 per cent, premium ; but he failed to note that, 
if New Zealand had not followed Australia’s lead in this 
respect, there would have been a profit. 

During the half-year ended on September 30, London 
funds purchased from the banks had amounted to 
;£*3>3+5 >ooo> and, after deducting from this sum the 
£i,$oo,ooo required for use in London and Australia, 
there was still £4,845,000 in hand as surplus sterling assets. 
Mr. Coates was at some pains to explain the size of the 
amount, which was far in excess of his estimate. Funds 
had been remitted to New Zealand in advance of export 
requirements, importers and others had been holding back 
from the purchase of exchange, and the position had been 
aggravated by unfounded rumours of a pending fall in the 
exchange rate. Hopes and fears and suspicions, which 
say more than they know, are the inevitable outcome of 
uncertainty, and the Minister eliminated the principal 
causes of uncertainty by the definite statements that “ the 
exchange rate will be kept at the present level until at 
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IcMt the end of tlw' present expoit $ta»on,^ imd tllrt 
"tibis does nor mean that at the end of thiiidBMa 1^ 
rase ivill' be reduced, or that it win not increased.** 
Bat in other respects, and especially on this question d’tlie 
di^Kwal of the surplus London assets, he still aUowedi 
ample room fm uncertainty, uneasiness, speculation and 
ccmtemion. 

Tfaesurplus sterling assets taken over under the guarantee 
arrangement with the banks will, says the Minister, in 
no way embarrass the Government.” They have beeff 
acquired in exchange for treasury bills issued to the banks 
in New Zealand, and as soon as the Reserve Bank opens its 
doors it will be possible to reverse the process and use the 
Lcmdon funds to pay off the bills, adequate precautions 
being taken to protect the bank from liability. 

Thus, (he continued) the net cost of the exchange indemnity 
agreement cannot be known until either all the London funds in 
question are sold by the Reserve Bank or stabilisation of the 
currency takes place. It would be premature at this stage to 
contemplate any loss arising ; indeed, id certain circumstances the 
ohimate result might be a net gain. ... In the meantime, the 
outlay in purchasing surplus sterling assets must be regarded as 
a suspense item outside the normal budget for the year. 

This “ suspense item ” has naturally been likened to a 
sword of Damocles hanging over the budget. The sword 
may be the sword of Damocles, but the faith is surely that 
of Micawber. To incur a heavy liability and take no steps 
to meet it on the ground that, when at last payment has 
to be made, the sum may be smaller or larger than it is 
now is quite in the spirit of that brilliant ftnancier. It 
was suggested by Mr. Downie Stewart that the real reason 
for this procedure was that the Finance Minister might 
well have 0,000,000 ■ on his hands by the end of the 
financial year, unless imports increased rapidly at an early 
date, and that, if the cost of exchange were debited against 
the current year, the deficit instead of being ,^2,000,000 
might be between ,^4,000,000 and £^,000,000, and the 
result a public outcry. 
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New Zeakud 

In Jitmtty 1933 Mr. Stewart give liis 
beliering that the extra cost to the budget of ratso^ tlie 
exchange rate from 10 to 25 per cent, would be ab<mt 
^3,800,000. In the budget debate on November 15, lie' 
aaJd that he had reviewed the estimate in the light of the 
subsequent figures and found that it was under the mailc. 
In the revised table below, the third item, “ net interest 
charges on treasury bills, say ,^500,000,” is ejqjlained by 
by Mr. Stewart as follows : the budget shows that 
the extra interest on treasury bills for the year arising from 
the raising of the exchange rate will be £ 6 go,ooo, but 
whereas the rate charged on treasury bills in New 
is 5 per cent., the interest earned on the London funds is 
not much more than i per cent., and the difference is fairly 
referable to the exchange. Mr. Stewart’s revised estimate is 
as follows : — 


I . Extra cost of external debt charges 
a. Cost of exAange on £^ 943.000 surplus funds 
purchased till September 

3. Net interest charges on treasury bills, say ! ! 

4. Customs revenue made good by extra taxation 


1.050.000 

1 . 200.000 

500.000 

800.000 

1 , 000,000 


Total 


• • 1^4.550, 


concluding poin. wan that whether he 

■“P™Pn«)' ot carrying exchange as a auspenae 
th.TarffeJ°d °° »l>sote rule 

concirg“'tJ:^^rTNorL“ 

^ed that ^ Governinent’a principal obligatiok wa^ M 

ptarc“r T of ?hi“r,y“ 

rh!n« alternative to the hieh L 

change was guaranteed prices-the remedy of rb . T J 
party : and that Mr cf 1 • or the Labour 

B^Sst. to 
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jm .yliiri) hi g h «>^>4m»g t n If «<<: ^IH 

Mx. Coa^fiSI tie pnitbiinag power of the oonnttp hadlatieam 
^fioofioo. ... It was tree that oertua art&fes had iiaereas^ 
by 15 per cent., aod perhaps more, bat they ootild comt then 
almost OD ose hand. Barbed wire bad increased 15 per coit., bet 
no one coidd say the rdief worker lived on barbed wire. . . . Ketad 
pikes had actoally decreased sinoe the currency was depreciated. 
... It could not be substantiated that New Zealand was going 
to lose £i^ on every £100. It might be argued that New 2 !ailand 
was just as entitled to establish an exchange equalisation fund as the 
United Kingdom. 


II. The Bank Problem 

T here are six commercial banks doing business in 
New Zealand, of which only one has its head office 
directorate in New Zealand, and four of the other five 
are predominantly Australian institutions. Before the 
war the notes of all these banks were payable in gold, but 
on August 5, 1914, a Banking Amendment Act and a 
Proclamation issued under it made them legal tender — z pro- 
vision which was from time to time extended and remains 
in force to-day. The Finance Minister points out, however, 
that, though the obvious intention of the early legislation 
was to establish the gold standard, the trading conditions 
of the country had in fact resulted in the adoption of a 
purely voluntary sterling exchange system. 

The permanent statutory provisions are for the most part still 
suspended by war regulations, (he says) but such suspension had no 
real effect, as the provisions had always been practically inoperative. 

This remarkable statement is made by Mr. Coates in a 
pamphlet entitled Reserve Bank of New Zealand Profosal, 
which he published in September, and he justifies it in 
regard both to the note issue and to the limitation of the 
credit structure. Of the former he says that the statutory 
provision was, in effect, that the note issue should not 
exceed three times the gold reserves, but that exanunation 
of the figures over a period of years shows that deposits 
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and advafiees varied urithont* anj relati<Mi to ilcftfti in 
circulation, and, indeed, in a manner wWch would Ife (juite 
inexplicable in a self-contained banking system. 

The explanation, of conrs^ (he continues) is that our banking 
syrtem is not self-contained, in that the banks normally, hold a large 
amount of funds in London. In hict, these London balances are 
the real regulative factor and the key to our whole bankiag system. 
In New 2>ealand there is no bullion market, no bill market or short- 
loan market, and generally no money market in the full sense of the 
term. TTie all-important work of our banks is financing our external 
trade, which per head is one of the highest, if not the highest, in 
the world. Furthermore, a very large part of our trade is with 
Great Britain, wherein is situated the premier international money 
market of the world. Under these drcumstances, supported by~the 
ties of Empire and the fart that this country has been borrowing 
steadily in Great Britain practically ever since these islands Wfere 
brought under the British flag, the dominating portion of our banking 
business has centred in London. 

The rise and fall of these London balances thus govern 
the deposits and advances that constitute the credit system 
of the Dominion. The Minister, however, recognises 
our obligations to the banks, which — ^at any rate till the 
end of 1930 — made the system definite and complete by 
their policy of maintaining steady rates of exchange, 
unaffected by any but very exceptional trade disturbances. 
In illustration of the success of this policy, reference is 
made to the fact that, in spite of marked variations in the 
trade balance between 1907 and 1911, the exchange rates 
for telegraphic transfers. New Zealand on London, were 
kept at 17s. 6d. per cent, for at least ten years before 1914. 
The result was to keep the New Zealand pound approxi- 
mately at parity with sterling. The opinion is expressed 
that the co-operation of governments and central banks 
may do much to reduce the damaging effects of the alter- 
nation of booms and slumps arising from the wide swings 
of British prices, but the Minister is satisfied that New 
^aland has “ no option but to accept the prices ruling 
in the British markets.” 
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diief cbau-acteristics of New Zealand'^ baiikbg' 
system ^rt sttitamaris^ by the Minister as : — 

(l$ llie ^atem is, in fact, and always has been, a sterijn^acchan^ 
so^dird. 

(S) It Us^cebtred Tonnd an approximate fixed par Of eXchsage 
between the Kritidi and the New ^aland pound. 

(j) Out external trade is cleared through London, and the London 
balancM of the banks are the duel htctor in regulating the volume of 
credit in New Zealand. 

(4) Hie banking habit is strongly developed in New Zealand; 
and notes ate very subsidiary, being used for little beyond payment 
of wages, petty chsbursements, and till-money. 

(5) The legislative restrictions on the note issue have been quite 
inoperative, as the demand has always been considerably less than, 
themaxubum amount the banks were in a position to issue. 

Hie volume of credit has regulated the note issue, and not 
vief versa. 

Economic facts and the traditional exchange policy 
of the baifks ” are thus, in the Minister’s opinion, the only 
real regulative factors of New Zealand’s banking system^ 
but he describes the control as not disinterested, having 
been “ simply evolved as the system best suited for the 
purpose of carrying on commercial banking in the Doniin- 
ion.” Seeing how well, on his own showing, the system 
has worked in the public interest, the acknowledgment is- 
not too gracious, but in principle the case for the dis- 
interested management of an institution specially created 
for the purpose is obviously, other things being equal,, 
unanswerable. The establishment of such an institution, 
without any change in the sterling exchange system or in. 
the present exchange rate, was declared by the Finance 
Minister to be the object of the proposed legislation. 

The -Reserve Bank Bill 

The Reserve Bank of New Zealand Bill, which, on the 
Finance Minister’s motion, was given its first reading on 
October 19, followed in its general scheme, but with a few 
vital alterations, the Bill circulated by his predecessor, 
Mr. Downie Stewart, on December 12, 1932. The primary 
duty of the Bank, as defined in it, is “ to exercise control, 
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New Zealand 

widiia the limits of the powers conferred on it bf ^lis Art} 
over monetaiy circulation and credit in New Zealand.” It 
is not disputed that both in its powers and in its limitations 
the constitution of the Bank conforms to the normal 
functions and conditions of a central bank. It is to have a 
monopoly of the note issue, it is to be “ the bank of the 
banks ” and of the Government, its competition with the 
other banks is to be severely limited, and so on. The only 
serious hostility to the second reading was shown by the 
Labour party, who, though “ the establishment of a central 
bank, with control of note issue. ” was included in their own 
election programme, strongly objected to the measure of 
shareholders* control provided by the Bill as incompatible 
ivith “ the full sovereignty of the people and parliament 
of New Zealand over the Dominion’s credit resources.” 
Their amendment affirming this faith was rejected by 
43 votes to 28, and on the same day (October 31) the 
second reading was carried by the same majority, eight 
insurgent Coalitionists and Independents voting on each 
occasion with the Opposition, and Mr. Downie Stewart 
with the Government. 

It was, however, on the relative proportions of State 
control and shareholder control that the controversy in 
committee chiefly turned. The 1932 Bill provided for the 
constitution of a reserve bank with a capital of £$ 00,000 
to be subscribed by the public of New Zealand in £$ shares, 
and with a contribution of ,^1,000,000 from the government, 
free of interest. But whereas the 1932 Bill placed the 
control of the Bank in the hands of five directors, a governor 
and a deputy-governor, all (after the first appointments) 
being elected by the shareholders, Mr. Coates’s Bill in- 
creased the number of directors to seven, of whom three 
were to be government nominees, while the Secretary of the 
Treasury was also to have a seat but no vote. The ultimate 
complete control by the shareholders was thus reduced to 
^ntrol by a six to three majority, while at the same time the 
initial term of government control was extended by two, 
or perhaps three, years. Mr. Coates had accepted Sir 
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Otbd Nleatusfct^ sdpnlatbn that **die fiitaik taiist her 
eatiidijr free frtim both die acttial fact anil the fear of 
{iditkal influence/’ and had strong^ approved the ahl^ 
hol^ dement as a guarantee of publicity, indepdidence 
and free criticism, and these changes naturally caused «ome 
uneasiness. But for many uneasiness was changed to fear 
when the Minister was compelled to accept an amendment 
which took the appointment of the governor and deputy- 
governor from the shareholders and virtually transferred it 
to the government, thus giving its nominees a permanent 
majority. 

It was the formation within the Coalition of a sort 
of State control cave or bloc, known in the lobbies as 
the “ study circle,” and its support by the Labour party — 
the one presumably with its eye on rural credits, the other 
inspired by its ideals of democracy and socialism — 'that 
forced the hands of the Government. The combination 
was considered strong enough to carry a complete State 
control motion, and Mr. Coates was glad to accept and 
move a compromise under which the governor and deputy- 
governor are to be appointed by the Government but; on 
the recommendation of the directors. The arrangement is 
not suggestive of statesmanship or stability, and gives a 
very inauspicious start to an institution which. Sir Otto 
Niemeyer tells us, “ will do more harm than good ” if it 
cannot be kept entirely free from the fact or the fear of 
political interference. 

But the most fundamental difference between the Bills of 
1932 and 1933 relates to the price at which the gold of the 
trading banks should be taken over by the Reserve Bank. 
Clause 15 of the former Bill required the trading banks to 
hand over their gold coin and bullion to the Reserve Bank 
in exchange for its bank notes, but it also provided that if 
any trading bank claimed that the profits derived by the 
Reserve Bank from the sale of gold coin and bullion trans- 
ferred to it by such bank should be credited to that bank, 
the question should be referred to arbitration. The first 
part of tins clause was repeated in the 1933 Bill, but the 
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provision for arbitration was omitted, and in ita|d^ 
anb-danse was insCTtcd declaring that any profite det^^ 
by the Reserve Bank from the sale of gold coin.and bnBitm 
transferred to it under this clause should be credited t;o the 

public account. , i t- 

The importance attached to the question by the finabce 
hlinister was indicated by the unusual course he took on the 
introduction of the Bill. When the House went into coi)> 
mittce on October 19 to consider the Governor-General’s 
message transmitting the draft of the Bill, the Minister took 
the opportunity to read a statement, designed, as he smd, 
to clarify the situation in respect to profits on gold 
reserves.” This document, which ran to nearly 3,000 
words, was about equally divided into two parts dealing 
with “ profits on gold reserves ” and “ treatment of gold 
assets when a currency is devalued ” respectively, and set 
out the case for the transfer of gold coin from the trading 
banks to the Reserve Bank at the mint par value, viz. Ss. 
per ounce of fine gold. On November 6, immediately after 
the holding of a protest meeting in the Wellington Town 
Hall, the Minister issued a summary of this statement, 
which appeared in the press on the following day. 

The opinion that Mr, J. T. Grose, as chairman of the 
Associated Banb, had obtained from Sir Francis Bell, K.C., 
on the ownership of the banks' gold holdings had already 
been published on October 23. 


The answer is, of course, (said Sir Francis) that in law and in fact^ 
the gold is the absolute property of the banks, and that the State 
has not and never had any right or title to any part of it. 

It is true that the export of gold coin is prohibited, and that 
therefore the banks cannot transport gold elsewhere. But the 
prohibition does not affect the title to the property, though it limits 
the market. ... It seems that the Government does not challenge 
the property, since it proposes to pay a price for the property. That 
pnee IS to be what the Government chooses to pay, not the actual 
** depreciated by a government prohibition under 
whi^ Its market is limited, and is to be paid in currency depreciated 
as the resdt of government action. But further, if the body to which 
the gold it to be transferred is allowed to transport it, and a large 
profit results from the transfer, that profit is to be credited to the 
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public acowiitt. liio p n pced e n t cu, I thud^ be,{i»ad.fpr.)l^t 

,, , . 

Ill his abridged statemoit the Finance Mja^iiter coiseadffid 
t|»t .the : gold ccw in ; the possession loi ihc ,b^it3a ;waB 

technically their property,** but he denied that it wran in 
the same legal category as goods which are their absolute 
property to dispose of as they please. The gold coin was 
subject to, a charge in favour of the note issue, and it tyas 
contrary to the public mterest that currency should be used 
as “ a profit-making commodity.” The Government agreed 
that the question must be decided from the standpoint of 
“ fairness and good conscience.” Two of the Finance 
Minister’s fundamental points were stated as follows : — 

Under the Banking Act, 1908, section 9, the holders of notes issued 
by the trading banks hare the right to require payment of their notes 
in gold. The Government, in the public interest, in 1914 suspended 
this right. No interference with the property, or the legal rights, 
of the banka would be involved in removing this restriction. If that 
were done the banks would have to pay the note-holders in gold so 
far as the money in their possession would extend, and would have to 
import gold coin in order to meet the amoxmt of the notes in excess 
of the value of the coin held by them. The existence of this power 
emphasises the fact that the value of each sovereign in the hands' of 
the banks is not the world parity of gold as a marketable commodity, 
but is the value of the New 2 ^aland bank note. That is what the 
Government proposes should be paid for it. 

It is to be noted, too, that any gold holdings arise only as a result 
of government action. The effect of this action in New 25 ealand 
and elsewhere has been to vary, or to suspend altogether, the right 
of holders of notes issued by banks to convert those notes into gold. 
Meanwhile, government action, or action taken on the responsibility 
and if necessary at the cost of the State, has raised the value of gold 
in terms of currency. 

The Minister also contended that if any persons were 
entitled to the accretion in value, measured in terms of gold 
as a commodity, they were the note-holders, whose rights 
the Government was taking over ; and that the realisation 
of any accretion to the value of gold coin would be due solely 
to ];he passing of the Bill and the setting up of the Reserve Bank. 

In the reply, which was published on the same ^y, the 
spokesman .of the Associated Banks described the Finance 
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I^niater^s ctatement regarding die removal of tfae‘ re9tric> 
tion on the convertibility of notes as ^ inconclusive in so £tr 
as the case is not fully explained.” 

The present {sodanutko would exfue Qie said) in the ordinary 
coarse in Janiiaiy 1935, but the Reierre Bank will come into opera- 
tion before that date, and hs notes w 31 be legal tender ; the banks 
will be able to acqnire from the Reserve Bank (by selling to, or 
discounting with, the Reserve Bank some of the treasury bills they 
hold— and will hold) a sufficient quantity of Reserve Bank notes to 
retire all their own notes as and when presented, without requiring 
gold for that purpose at alL The banks could then hold their gold 
until the pro^mation expires, whereupon, in terms of the pro- 
clamation, the prohibition on the export of gold will alra cease. 

The Minister is also reported as having stated that it was the 
“ Government aaion, or action taken on the responsibility, and if 
necessary at the cost, of the State ” that “ has raised the value of 
gold in terms of currency.” The reply to this is that it was not the 
action of the New Zealand Government that increased the world 
price of gold, which is the result of world conditions. In the con- 
versations with the banks it is the world price that has been named 
by the banks, not that price plus the depreciation of New 2 kaland 
currency. Without departing from the opinion that the gold coin 
and the value of it is theirs, the banks have ofiered to the Govern- 
ment to accept from the Reserve Bank sterling in London for their 
gold coin, t^t is sterling for each sovereign. . . . On, say 
2^4,500,000 of gold the Reserve Bank would win, say, £6,750,000 
sterling, or £1,150,000 above the sterling paid to the banks for their 
gold, snd under the Reserve Bank Bill t&s £2,250,000 would accrue 
to the Government, and its value in New Zealand cvirrency on the 
present rstes of exchange would be, say, £2,800,000. 

The matter was keenly debated in the press, and in busi- 
ness circles there was strong sympathy with the banks and 
a general feeling that their offer of a settlement was a 
generous one. But even commercial opinion was slow to 
move, and the crisis had passed in the House of Representa- 
tives before it got to work. It was not a controversy in 
which the ordinary citizen could pretend to form an 
opinion, but the solution that probably commended itself 
to the fair play and common sense of most thinking men 
was rejected by the House with supreme contempt. The 
motion to restore the arbitration clause which had been 
included in last year’s Bill was defeated on November 2 by 
a majority of more than ten to one — 56 votes to 5. 
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'Tbs fduie of tine lofaimr ipmcty voted m vmiaety 
aad idl bat tiuee of the Codkien, Aib. X>a«nuQ Steinct* 
vibo OM one of these three* explamnd. that oith tho 
Cihiaet’s sanctum he had {urorided in tilie 1952 801 for the 
deteraomatmn tA the ownership of the gold, bp us indn^ 
pradent tribnaal* and that his object was ** to avoid the 
possibilitp of an accusation of hard dealing being made 
against the GoTernment.** He agreed with die Minister 
of Finance that the Reserve Bank should cany with it the 
support, co-operation and goodwill of the trading hanks,, 
and considered that otherwise it would have a very difficult 
task. He admitted that the Minister had greatlp strengthr 
ened the Government’s case since last pear, and in view 
of that he could see no reason for objecting to a tribunal, 
and considered it highly desirable that some friendly 
adjustment with the banks should be made. But no such 
adjustment was attempted. The House passed the third 
reading of the Bill without further amendment bp 36- 
votes to 16 on November 2. In the Legislative Council no 
changes were made, the second reading being carried on 
November 17 bp 13 votes to 4, and the third on the vmces 
four days later. 

Other reasons for regretting the decision of the Govern- 
ment and the legislature to eliminate the arbitration clause 
are that it has further shaken the hold of the Government 
upon the commercial community, which was already 
seriously weakened bp much of the emergency legislation ; 
that it has prejudiced the outlook h>r stable government 
after the next general election, and, if the reports that 
have reached us from England and Australia are representa- 
tive, made an impression in both countries which will do- 
our credit no go^. That Mr. Coates should have been 
chiefly to blame is the more remarkable because in the 
recent case of the Southland Electric Power Board he 
earned the gratitude of the country by the alertness with 
which he recognised that the full enforcement of a per- 
fectly just and legal claim may cost more than its worth, 
and t^ the necessary steps to dear the bonoiir of the. 
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coostiy from the stain iiwdi which it was threatened. 
These steps as preYioiiBl7 reported* have now been oon>* 
pkted by the passage of a Finance Bin which empownt 
the Minister to direct that payment of interest on local 
body loans raised in London shaU be made in sterling. 
In moving the second reading on December ll Mr. Coates 
yyA that he thought “ it was obviotis to everybody in 
New that although we had depreciated our own 

currency, we had not depreciated in any sense the currencies 
of other countries.” 

The puzzle is increased by the contrast between Mr. 
Coates’s action in the present case and the canon which he 
himself applied to one episode in it. The motives of the 
Reserve Bank’s directorate must, he said, be “ free not only 
from the fact but also from the suspicion ” of improper in- 
fluences. Why is not the honour of New Zealand to be 
entitled to the same punctilious protection as that of its 
Reserve Bank ? A year ago the Government decided to 
buy the gold of the trading banks and to pay for it a price 
to be settled by arbitration. Since then the country’s 
indebtedness has greatly increased and its financial difficuL 
ties are more acute than ever. The Government now 
renews its decision to purchase the gold of the banks, but 
withdraws the offer of arbitration, elects to act as judge in its 
own cause and compels the banks to accept a price that 
they regard as spoliation. If in these circumstances the 
people of other countries suspect that we have been com- 
pelled by pecuniary pressure to drive an unjust bargain, 
they will simply be regarding us as we, in similar circum- 
stances, should have regarded them. An extension to the 
country’s honour of the principle which Mr. Coates laid 
down for the protection of its Reserve Bank would have 
freed us “ not only from the fact but from the suspicion ” 
of impropriety. 

New Zealand. 

December 23, 1933. 

♦ See Tin Round Table, No. 93, December 1933, pp. 209-216. 
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JOHN DOVE 

J OHN DOVE died on April i8, 1934. He had been 
editor of The Round Table for nearly fourteen years^ 
having in the year 1920 succeeded to the editorship occupied 
earlier by his friends. Lord Lothian, Sir Edward Grigg, and 
Professor Coupland. It is fitting that these pages should 
contain a brief account both of the man himself and of his 
career. 

It was in South Africa that John Dove joined the com- 
pany of those who afterwards founded The Round Table 
review. After the South African war, and under Lord 
Miber’s regime, his New College friends, Lionel Curtis, 
Lionel Hichens and Richard Feetham, had become respec- 
tively town clerk, tovm treasurer, and assistant town clerk 
of Johannesburg. When the first-named gave up his post 
to become assistant Colonial Secretary of the Transvaal, 
Richard Feetham (now Chief Justice of Natal) became 
town clerk, and John Dove (who was then at the EngHsh 
Bar), wishing to join his friends, applied for the post of 
assistant town clerk in 1903. Later, on Mr. Feetham’s 
jommg the Johannesburg Bar, he became tovm clerk, carry- 
ing out for several years the heavy duties which the post 
at that time involved. He then became chairman of the 
Transvaal Land Settlement Board and spent two or three 
arduous years travelling through aU the o.utlybg regions of 
the Transvaal, interviewing settlers, and listenmg to and 
trying to redress their grievances. He was an ardent 
lover of nature as well as a keen observer of human nature, 
and this work, often amidst wild and beautiful surroundmgs, 
always remained vivid in his memory. But the hardships 

463 



Joiif( Dk>re 

iDToIired, and djnaitay ifdiich be contracted while on las 
traireb, left a permanent mark on a constitution abeadp 
injored by a hunting accident in his youth. On giving up 
tlis positbn he joined Lionel Curtis in Australia, and 
together they worked at forming groups of men there who 
were interested in imperial problems and who would co- 
operate in the work of producing Thi Roukd Table review, 
the publication of which had already been started in 
England in 1910. However, his health threatming to 
collapse altogether, he returned to England, where he 
underwent a severe operation and was obliged for some 
years to live quietly until his strength was restored. 

By this time most of his friends who had worked with 
Lord Milner and Lord Selborne in South Africa had 
returned to England, following the establishment of 
responsible government in the Transvaal and the creation 
of the Union of South Africa. The part they had taken in 
that work had inspired them to found in England The 
Round Table, a task in which Lord Milner took an active 
interest. It was in fact a successor to an earlier review, 
7 h* StaU, which they had published in South Africa, 
dwoted to the furtherance of the policy of Union. During 
his years of convalescence John Dove actively co-operated 
with them. 


During the war, though his health precluded ordinary 
soldiering, he joined the Intelligence Department and spent 
many months in France, devoting himself with his usual - 
smgle-minded thoroughness to his duties. 

At the close of the war he became a director of the 
Commonwealth Trust, a non-profit-makmg organisation 
formed to take over the properties of certain German- 
Swiss missionary bodies in India and Africa sequestrated 
during the war. He threw himself mto this work with his 
accustomed energy, and despite ill-health made a number 
of arduous journeys, especiaUy in India, in the service of 
tte Trust, .^^ne who has lived in India knows that the 
worst^rm of discomfort in the world is railway travelli^ 
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tOEtare. It wu sa 4 «r oondstioii* like tfai» 
made repetted fjonmefa for the Gommoi^vveahii Ttoat 
between Madras, Simla and Delhi. Thia work was per’ 
formed with conspicuous success, but 011I7 at the cost of 
a serious strain on his health. It was characteristic of 
him that, in his anxiety to learn all that he could on 
matters affecting Imperial interests, he returned by motiMr 
through Mesopotamia and Palestine. 

In 1920, he was appointed editor of The Round Tabu, 
an office which he held until the day of his death. 

John Dove’s qualities as editor are shown by the fact that, 
as we believe, the review maintained under his guidance the 
high level at which those responsible for it have always 
aimed. His editorship covered the difficult years since the 
war, when sentiment throughout the Empire suffered a 
reaction from war enthusiasm, when no clear aim seemed 
to guide either public policy or public opinion in its different 
parts, and when the trend was away from rather than 
towards any cbser union. Through all these difficulties 
Dove remained an ardent believer in the future of the 
Commonwealth, not for any “ jingo ” reasons, as those who 
knew him personally will not need to be told, not even for 
reasons of defence, but because he believed that to maintain 
its union would do more than anything else in the world to 
further the cause of peace and enable its inhabitants to lead 
a fuller, happier and higher life. It was his first aim, there* 
fore, that during this distracted age, and whatever might 
appear to be the difficulties and obstadeSjTnE Round Table 
should advocate the maintenance of the unity of the Com- 
monwealth, not as a means to greater prosperity or even 
greater safety, but as a great and noble ideal and as one of 
the chief instruments for maintaining liberty and bettering 
— ^perhaps even saving — our civilisation. 

John Dove particularly excelled in the art of letter- 
writing. Readers of The Round Table may remember 
articles in the form of unsigned letters to his friends 
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while hs was tnrv^fing in foreign conntries. Thesei le^iefo 
were always fresh and illuminating, betause in any 
emiionment his extremely sensitive mind recorded Ms 
impressions as if on a photographic plate. Too ftfw of tkche 
letters were published because, though he wrote many, he 
could seldom be induced to print them. 

He had, moreover, a capacity to seek out and discover 
new and interesting writers upon important subjects wdiich 
from time to time might be occupying the public stage. 
But in the main he was successful as an editor, just as he 
was in everything else he undertook, because with passion- 
ate concentration he devoted to the task in hand his whole 
soul and energy. He could never do anything by halves. 
Whether it was his work or whether it was sport, all forms 
of which he loved, he bent all his energies to the work of the 
moment. When ill-health shut him off from sport, he 
could still enjoy it in memory by recalling in his vivid 
imagination past scenes and incidents. But this concentra- 
tion, this over-conscientiousness, shortened his life. While 
he had naturally a strong constitution, accidents, operations, 
dysentery and arthritis left him in constant ill-health and 
for almost thirty years it was only by sustained effort that he 
forced his body to perform its tasks. Nor did his tempera- 
ment help him to take things at all easily. His was one of 
those cases where some obscure entangling of threads in 
early life permanently robs the mind of inward peace 
except in so far as it can be gained by self-control learnt at 
much expense over many years. His physical frailties were 
often of slight account compared with the internal struggle 
to rid himself of mental strain and depression. 

Nevertheless, though he died because he had worn him- 
self out in the service of his fellows, John Dove lived a full 
life into which there entered much happiness. He would 
have placed his ill-health and his over-anxiousness low in the 
scale compared with his intense capacity for enjoyment 
whether of friendship, or beauty, or work, or life itself. 
But though his friends wished to spare him, he could not 
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whca it wsw'fii^ apparent diot he miut lelmqaisHMisodiim^ 
ship, he took immediate steps to be admdtCed to the Made 
Schocd of Art in order that he might serioasl^ take np ^e 
study of painting, for which he had much tialent; h was 
characteristic of him that he shonld insist with his ftarads 
that this new interest was to be parsned in no (Mettai^ 
spirit, but with the full intention of mastering it. For 
though he had sapped his physical vitality, his spirit re^ 
noained youthful. Perhaps it was this which made him 
look far yoimger than his age. Certainly he would never 
admit, for one instant, that his bodily frailties had anything 
to do with advancing years. These never impaired the 
youthfulness of spirit which, joined with a strong sense of 
humour, made him so delightful a companion. 

Of his rarer gifts, it is not easy for those of us who worked 
and lived with him intimately for many years to speak. 
What was so exceptional in him was not outstanding inteh 
lectual capacity or originality of mind but something far 
more uncommon. No one could be in close contact with 
him without coming under its influence. “ I was indeed 
grieved ...” wrote a friend, “ to read of John Dove’s 
death. I had not seen him for a long time and did not 
know he was more ill than usual. So it was a great shock. 
John Dove had one of the most beautiful dispositions I have 
ever known, a crystal clearness that radiated a very high 
quality of life. He was one of those rare human beings who 
in this dusty world are a standing testimony to the reality 
of things spiritual. The world is infinitely poorer to all 
that knew him.” To a nature utterly selfless John Dove 
joined an obstinate and unfaltering devotion to all noble 
causes. To many of his friends it seemed that, not through 
effort and struggle, but by some innate gift of nature he 
was nearer to unseen things than the common ruck of men. 
It was something which did not show itself merely on 
occasions but which so tO' speak coloured his whole being — 
an understanding, as the author of the Book of Wisdom 
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Mjs, ** which the/ that use become the friends of God,” a 
spirit which is “ the unspotted mirror of the power of God 
and the image of his goodness.” 

John Dore served his generation with all his strength. 
But to those who knew him, what he was was more 
important than what he did. While his friends mourn his 
loss, they are deeply grateful for his memory. 
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ISOLATION, ALLIANCE OR 
KELLOGG PACT 


T he events of the last few weeks have created a 
crisis, both in Europe and in the Far East, which has 
been long impending and which will compel both Great 
Britain and the Dominions to take, in the near future, 
decisions of vital importance. It is now quite clear that 
the Covenant cannot, under present circumstances, dis- 
charge the full function that it was designed to perform. 
It cannot give security to its signatories against armaments 
and war. The League may soon revive, but it will only 
do so if certain difficulties are removed. For the moment, 
while supporting the League in all its activities as the only 
international organisation that exists, we are faced with 
the necessity of deciding between the alternative methods 
of dealing with the problem of security that are indicated 
in the title of this article. 

This is not a decision that can be taken by Great Britain 
or by the Dominions by themselves. It can only be a 
Commonwealth decision, for the issue affects the first 
principles upon which the Commonwealth rests. It would 
appear that certain of the Dominion Governments are pro- 
posing an Imperial Conference to discuss the revision of the 
Ottawa agreements. It is even more important that there 
should be an Imperial Conference to discuss the situation 
created by recent events in Europe and the Far East. In 
order to understand more clearly the problem of to-day it 
may be useful to make a brief survey of the path by which 
we have reached our present international position. 



Itolation, Alliance or Kellogg Pact 


I. The Lesion of History 


T he central intematiotial characteristic of the Victorian 
age was the preoccupation of the States of Europe, 
the Americas and the Far East with their own local affairs, 
combined with the predominance of Great Britain as a 
world Power. This position she held because she alone 
possessed a great navy and the bases that enabled k to be 
used in all parts of the globe. The influence of sea-power 
is very plainly shown in the diplomatic exchanges between 
the European Powers at the time of the Boer War, when it 
became clear to them that no kind of intervention outside 
Europe was practical, so long as Great Britain held com- 
mand of the seas. During much of the Victorian era the 
policy of free trade, adopted by Great Britain in the 
'forties, was also world-wide, leading to a great export of 
capital and to the economic development of all parts of the 
world— to the great advantage of Great Britain, who was 
first in the field. The dominance of the free trade ideal 
was challenged by the ideal of national self-sufficiency, 
when national protection was inaugurated, mainly by the 
United States after the civil war and by Germany after 
the wars of 1870. 

During the whole of this period it was the policy of 
Great Britain to encourage Europe to maintain a politicar 
balance of ^wer within itself, while she avoided entangle- 
ment t erein, except in so far as her own vital interest 
required her to protect the Channel by guaranteeing the 
neutrality of Belgium. The result was that there were no 
wor wars (as had been common in the preceding century) 
.8,5 ,„d G,e>, Biium able to a Jd 

mr) and ths Far East i and unltss Great Brium was 
drawn in, no war could be a world war. 
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capable o^cbaHenging that of Great Britain. IDus kd in 
the first ^iKae to therAi^lorJapanele j^ncectf (90a, ivhidi 
gave .secttritjr to Japan against interferetice frcwi Europe 
in her, impe^b^ struggk vrith Russia, and vdach enabkd 
Gneat Britain to concentrate her fleet in the North Sea. 
It led« in the second place, in 1904, to the Angb-Frent^ 
entorte, which ended the long and hitter colonial. Cobt' 
tioversies between France and Great Britain. As ^e 
Gertnan naval programme grew more menacing ^and it 
eventually provided for a German fleet larger than our 
own) Great Britain became more concerned with Europe ; 
hence the Entente insensibly developed into an informal 
but definite association of Great Britain with the Dual 
Alliance of France and Russia, as the balancing factor in 
Europe to the powerful Triple Alliance of Germany, Anstria- 
Hungary and Italy. When the war broke out in 1914, 
Great Britain, by reason partly of her guarantee of 
Belgian neutrality, partly of her undertaking to protect the 
northern coasts of France against invasion, and partly of 
the Entente iself, found that she had no option but to 
enter the war, carrying the Dominions with her. Historians 
will dispute for centuries the question of responsibility for 
that war, whether it was due mainly to the Kaiser’s deter- 
mination to build an immense navy, as we believe, or 
whether it was the “encirclement” of Germany that 
produced the German armaments, or whether the so-called 
encirclement was only an inevitable reply by her neighbours 
to the militarist and expansionist policy and the Drang 
nach Osten of Germany herself. We need not pause 
to try to anticipate the historian’s verdict, because the real 
answer given by the Allies at the end of the war was that, 
however the blame for forcing the issue might be distri- 
buted, the ultimate reason for the explosion was inter- 
national anarchy ; and that competitive armaments and 
periodic war were inevitable unless some kind of collective 
international system could be established in the world, to 
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intenudonal disputes by pacific means and to pitev^dul 
resort to war. 

The Covenant of the League of Nations was intended to 
lap the foundations of a new international order. ^ It 
rested on two basic themes : first, the right of everp civi- 
lised nation to independent self-government in its internal 
a&irs ; and, second, acceptance bp every civilised nation 
of the obligation to consult r^ularlp together about world 
affairs ; to trp in the first instance to solve difficult inter- 
national problems bp the machinery of the Covenant ; to 
revise, through the same machinery, treaties that were out 
of date ; to reduce armaments to the defensive level ; and 
to take collective action against any State that resorted to 
war in defiance of its obligations. Whatever criticisms 
may be made of the text of the Covenant, the principle 
underlying it is eternally true. There will be no peace in 
the world and no security or lasting liberty or progress, 
until the nations submit themselves to the reign of law 
with all that the words imply. Anarchy in international 
as in domestic affairs spells violence, injustice and war. 


II. The Breakdown of Security through the League 

T he Covenant of the League of Nations did not 
establish a reign of law on earth. It was only a 
beginning. It was not even a very long step towards that 
goal. It left the sovereignty of States unimpaired, and it 
relied upon co-operation and agreement for success. It 
was in no sense a world State. Yet even so it was never 
even launched as its authors had intended, and subsequent 
events have revealed very clearly, not any defect in the idea 
underlying it, but two fundamental weaknesses in the 
system that actually came into being. The first was the 
refusal of the United States to join the League on the 
ground that it seemed to imply permanent entanglement 
in the affairs of a distracted Europe. This not only greatly 



ured^oMi the wbrld avthoritf of the League but can^ 
wii£ it oUkt far-reaching consequences. .Paft of the 
settlement drawn up by the Peace Conference, had been an 
Anglo-American treity of guarantee whereby the United 
States and Great Britain were to undertake, in addition to 
their liabilities under Article i6 of the Covenant, to come 
to the assistance of France in the case of unprovoked 
aggression by Germany. This treaty now lapsed with the 
r^usal of the United States to join the League. American 
withdrawal further made it impossible for Great Britain 
to give effect to the economic sanctions against a member 
of the League that resorted to war in defiance of its obli- 
gations, as provided under Article i6 of the Covenant, 
without running the risk of renewing with the United 
States the ancient quarrel over commercial rights of 
neutrals and the “ freedom of the seas.” France, deprived 
of her guarantee, and observing how Article 1 6 had 
been weakened as a sanction against attempts to alter 
the treaty settlement by force, proceeded to base her 
security, not upon the League collective system, but upon 
maintaining a military preponderance against Germany. 
This she secured partly through her own armaments and 
partly through military alliances with the new nation States 
of eastern Europe, Poland and the Little Entente, whose 
armies she now proceeded to organise and equip. Thus 
the League has never been the real support of European 
stability where the great Powers have been concerned. 
This has been the second fundamental weakness. 

The League itself, however, came into being and secured 
the adhesion of practically all nations except the United 
States and Russia. For a time it seemed to become the 
focus of world affairs, and it dealt satisfactorily with many 
diflBcult international disputes. But gradually events have 
revealed the consequences of the weaknesses in the League, 
as an instrument for guaranteeing world peace, to which 
we have referred. The first was that the affairs of the 
Far East and the treaties for the limitation of naval 
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armament were arranged at Washington undo: the 
aospices of the United States and not under the auspices 
of the League. This inevitably immensely lessened the 
authority of the League in the Pacific area. It ccHir 
tributed to the delay and ineffectiveness of Geneva in 
dealing with the Manchurian problem and with Sino- 
Japanesc relations, and to the withdrawal of Japan from the 
League at the end of 1932. 

Again, it has unfortunately never been found possible 
to bring Article 19 of the Covenant, which gives the 
League authority to negotiate the revision of treaties, 
into practical effect. The Treaty of Versailles, framed in 
the heat of the passions generated by the war, and imposed 
rather than negotiated with the defeated Powers, was 


admittedly a “ stiff ” one. Though not nearly so bad as 
is often now proclaimed, it clearly requires some modifica- 
tion in the light of experience and of changes since 1919. 
But France and her allies of eastern Europe — driven, as 
they contend, to provide for their own safety by the failure 
of the League to give security against war — have insisted 
more and more rigidly upon the integral maintenance of 
the Treaty of Versailles. They agreed, it is true, to 
release Germany from the occupation of the Rhineland 
before the date fixed in the Treaty. Reparations, again, 
despite the attempt to force payment by the occupation 
of the Ruhr, have disappeared through their own inherent 
impossibility. The Locarno treaties pledged Germany 
and her neighbours never to resort to war, and have com- 
mitted Great Britain and Italy to intervene if there is an 
a tac y cither side on her western frontiers or if there is a 
violation of the demilitarised zone of the Rhineland. As 

inTnafi “^'^ns Germany joined the League 

m 1926. But the League has seemed, none the less, at 
“-enemy Powers, to be an instrument 
fnthem remedying defects 


FinaUy, there has been the long-drawn-out agony of the 
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Dttarmament Ctmfeteaice. Both the treaties of jxiace 
aad the Covenant contemplated that if the L^gae 
sptem was to grow in anthority all nations dioold 
reduce their armaments to a defensive level. Indeed, 
no collective system can succeed unless all its members 
are both resolutely determined to take common action 
against a war-maker and to reduce their armaments to 
moderate police proportions. Collective security goes 
hand in hand with disarmament. There can be no security 
in an armed world, if only because, when all the Great 
Powers are heavily armed, sanctions against one or more 
of them would assume the proportions of a world war, 
while the small Powers would be too frightened to co- 
operate. But disarmament has been prevented not by 
technical but by political difficulties. 

The economic sanctions provided by Article i6 might 
be effective if they were put into operation simultaneously 
and universally. But they are obviously ineffective if 
only partially applied. The power of the collective 
guarantee has, therefore, been largely destroyed by the 
abstention of the United States and Russia and now of 
Germany and Japan. Faced by this fact, France, as 
already described, has remained passionately convinced 
that her security depends upon her maintaining with her 
allies a military preponderance over Germany, unless 
effective international sanctions could be created to 
replace it. On the other hand, Germany has been no less 
passionately determined to escape from the defencelessness, 
insecurity and inequality in armaments imposed upon her 
by the Treaty of Versailles, and still maintained fifteen 
years after the Armistice. The overthrow of the Republic 
by the Nazi dictatorship, indeed, has been largely based 
upon an appeal to national self-respect. Germany has left 
both the Disarmament Conference and the League in 
protest against delay by the ex-allies in fulfilling their 
declarations, in 1918 of intention to disarm, and in 1932 
of intention to give her “ equality.” 

LLZ 
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Hence there has arisen the long controvers7 about 
security and sanctions as the conditions of disarmament, 
and about the true function of the League, a controversy 
between what may loosely be called the French or conti- 
nental and the British or English-speaking schools of 
thought. The French view is derived from the conviction 
that Europe, and especially the defeated Powers, cannot be 
expected to keep the peace unless they are compelled to 
do 80, and that in practice the only question is how the 
sanction for European peace, which has hitherto been repre- 
sented by their own military preponderance, can be con- 
verted into a collective combination of nations adequately 
armed and fully determined to take automatic and over- 
whelming military action against any Power that seeks to 
alter the Versailles settlement by force. To them the Ver- 
sailles treaties are, so to speak, the constitution of Europe. 
Any proposal to modify them except by the practically 
inoperative Article 19 of the Covenant is unconstitutional 
and treasonable and ought to call forth the same kind of 
universal reprobation and common action as rebellion does 
within the State. The French school is convinced that 
Europe will never enjoy lasting peace except under a regime 
of this kind, especially now that the Nazis are in power. 
In its view it is the primary function of the League to give 
this kind of guarantee, and if it can provide such absolute 
security then France will be willing to consider some 
measure of disarmament. 

1 he view of the British peoples, derived from their long 
peace during the nineteenth century and from their own 
experience in the British Commonwealth, instinctively 
recoils from a peace system and a concept of the League 
that imply that peace depends primarily upon coercion. In 
their view no peace system, and no League, can succeed 
unless its members are sufficiently confident that pacific 
methods can remedy grievances for them to renounce the 
idea of altering the status quo by force ; and they consider 
that “ sanctions ” should correspond to the intervention of 
476 
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ttiumed police in a peace-loving and law-abidmg country^ 
separating occasional combatants excited by passing con- 
troversies, and not to the armed police whose! main task is 
continnously to protect a regime of dictatorship against 
those who seek to upset it. Disarmament, whi^ to the 
French has always seemed to imply disarming the police- 
man in face of the bandit, has always seemed to the British 
the outward and visible sign of the kind of world in which 
alone the League could work or the sanctions contemplated 
under Article i6 suffice. The original concept of the 
League is nearer to the British than to the French view ; 
for the Covenant does not prohibit war or provide for instant 
and overwhelming military sanctions. It requires that no 
nation shall resort to war until it has brought into full play 
during a prescribed period the machinery for arbitration, 
mediation or conference, set up by the League, and also 
requires all its members to take action under Article l6 
against any State that resorts to war in defiance of this 
obligation. 

Here is the real cause of the long-drawn-out controversy 
about the proposed pact for mutual assistance, the proposed 
Geneva protocol and lately about disarmament. The 
original concept of the Covenant has recently almost been 
lost sight of, and “ sanctions ” have come more and more 
to mean, as the condition of disarmament, a watertight 
agreement to take instant and overwhelming action, 
economic if that is sufficient, military if that is necessary, 
against any nation that resorts to war or does not comply 
with a disarmament convention. 

We are now, therefore, at a crisis caused by two differing 
concepts of the League of Nations and precipitated by the 
failure of the Disarmament Conference to secure universal 
disarmament and by the consequent rearmament of Ger- 
many. Hitherto the British Government have made it clear 
that they were not prepared to abandon what we have called 
the British view. They have refused additional guaran- 
tees and pressed for disarmament all round. France has 
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refused disarioament unless it is “ within a regime of se- 
curity ” of the kind we have described. It is quite clear, 
therdore, that the Covenant can no bnger be made to 
work, BO far as Europe is concerned, in the manner in which 
it has always been conceived by the British Common- 
wealth, The French will not disarm without new guaran- 
tees over and above those provided in the Covenant and 
the Locarno treaties. We have been unwilling to give 
these ; Germany is rearming and Europe is feverishly 
seeking a new basis of stability, as the old system based on 
French preponderance disappears. 


III. The Choice Before Us 

I N these circumstances what is the right course for 
Great Britain and the Dominions, who have hitherto 
been the mainstays of the League, and who still believe 
in the collective idea ? There are three broad possi- 
bilities, The first is to revert to the policy of splendid 
isolation. The second is to attempt to stabilise Europe by 
entering into new commitments and guarantees. The third 
is to fall back upon the Kellogg Pact. Let us consider 
these in order. 

Isolation, as a policy, is impracticable for any nation 
to-day. The contraction and interdependence of the 
modern world, and still more the advent of air armament, 
make it futile for any great Power to base its policy on 
ability to remain neutral in time of war. It may be possible 
to localise a war and prevent its becoming a world war. 
But the nations will not succeed in that purpose by trying 
to ignore war or be indifferent to it, or to behave as if war 
was the private concern of the belligerents alone, except 
in so far as they trespassed on neutral rights. It can only 
be achieved by the most vigilant and resolute action 
on the part of the rest of the world, designed to prevent 
war from arising, to stop it from spreading, and to bring 
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it rapidly to an end on reasonable toms. «l^ea1^afity, 
iartbermore, is possible only by leave of the bdligerents, 
for it takes at least two to make a neutral, as it takes two to 
make a war. Belligerents can always force neutrals into 
war if they think it to their advantage to do so. 

Moreover, in the pre-war age Great Britain, so long as 
she had a superior fleet, was immune from invasion from 
Europe or Asia. So were the Dominions. Air-power 
has destroyed this immunity by creating instruments that 
can cross frontiers and seas and attack vital nerve centres, 
and that cannot be wholly prevented from doing so. It 
seems now to be accepted that the only real security 
against air attack is the destruction of all the enemy’s 
aerodromes and bases — ^an almost impossible task except 
by military occupation. In a European conflict Great 
Britain thus may be forced against her wiU into war. 
Any war in which Great Britain is involved automatically 
becomes a world war, because her most potent weapon is 
sea-power, her belligerent activities consequently extend 
all over the globe, and the use of sea-power to interfere 
with the trade of her enemies inevitably brings her into 
dangerous conflict with the United States — ^who now has 
a navy as large as her own — ^and with other neutral Powers. 
Isolation, as a policy, is out of date. 

There is a considerable body of opinion in Great Britain 
which thinks that in present circumstances the best course 
is for Great Britain to try to prevent war in Europe by 
entering into fresh commitments there, and thus to 
stabilise the peace of the world. Two possible forms of 
commitment are suggested. The first is that she should 
guarantee a regional or European disarmament convention. 
The other is that she should enter into some form of 
defensive alliance with France. We are opposed to either 
of these policies for two main reasons. 

The first is that such a course is unnecessary and would 
not, in fact, secure peace in Europe. As we have already 
pointed out, the League itself has never been able to 
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assore security in Europe. The tension that is so manifest 
to-day is due to the fact that the system of stalnlising 
Europe by the military preponderance of France and her 
military associates is breaking down (as it bad inevitably 
to break down) and is being replaced by a system of 
stabilising Europe by means of an internal balance of 
power. The method of stabilising by balance is a pre- 
ferable alternative to stabilising by preponderance, because 
it does not generate the heat that has produced the Nazi 
movement. The practical issue before Great Britain is 
whether she is to be drawn into some kind of special com- 
mitment, which will, in practice, bind her to assist in main- 
taining the preponderance of the French military combina- 
tion in Europe or make her part of a new European balance, 
or put new automatic guarantees behind a disarmament 


convention in such a way as will involve acceptance of the 
French view of “sanctions.” In our view any such ar- 
rangements would only delay the stabilisation of Europe. 
The new balance will not be brought into being until it 
is clear that Great Britain does not intend, directly or 
indirectly, to form part of it. 

Nor is a renewed competition in armaments in Europe 
inherent in a new balance any more than it was during 
most of the nineteenth century, for the reason that, 
wherever the Nazi philosophy may ultimately lead, Herr 
Hitler, in his own disarmament proposals, does not ask even 
for immediate equality in a European balance of power. No 
great nation in Europe really wants war to-day or can afford 
to enter into a new armaments race, which will, at the end, 
leave the parties in the same relative position. Europe, 
barring unpredictable explosions in the Balkans, has a 
prospect of five to ten years of peace on a basis of balance, 
and mthin that period either it ought to be possible to 
reconstruct the League system on a basis of teal equality 
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means, and in tlut cise the facts will make aeeeaeaiT' maid 
possible tlm organisation of collective resistance. 

Moreover, any form of antomatic guarantee will only 
increase the probability of war. For the essence of such 
a system, whether it takes the form of guarantedng a 
r^onal arms convention or that of a defensive alliance, is 
to take the fundamental decision, whether she should go to 
war or not, out of the hands of Great Britain, and put it 
in the hands of one or more of the European Powers. For 
any Power that added to its armaments contrary to an 
arms convention, or that forced or blundered into a war, 
could compel Great Britain, under her treaty obligations, 
to take part in it. Who can say, in the present tension of 
Europe, that one of the general staffs among the present 
European Powers would not scheme to precipitate a crisis 
if they knew that by doing so they could involve Great 
Britain in the struggle on their side ? 

The second main reason for resisting any proposal that 
Great Britain should enter into any kind of new or “ auto- 
matic ” commitment in Europe is that such a policy must 
almost inevitably lead to the break-up of the British 
Commonwealth and to the risk of adding a war with the 
United States to a war with Europe, unless the Dominions 
and the United States are themselves parties to it. An 
undertaking to take sanctions under a regional disarmament 
pact will, in practice, almost inevitably spell war. No 
great Power will tolerate sanctions against itself unless 
they are really universal and therefore have behind them 
something of the omnipotence that supports the ordinary 
policeman. If they are not universal, it will resist them 
or retaliate against them, with the inevitable result of 
wrar. In any case, the principal instrument that Great 
Britain will use either for sanctions or for war is sea-power, 
reinforced perhaps by mutual long-distance bombing. 
Yet the use of sea-power to interfere with neutral com- 
merce has invariably produced a violent quarrel between 
the United States and Great Britam. Whenever, during 
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the la«t 150 years, either Power has been engaged in war, 
even civil war, they have been brought to war or to the 
verge of war. The neutral rights issue produced the war 
of l8l*, and the difficulties over the Trent afiair in the 
American civil war, while in the world war it forced the 
United States cither to fight Great Britain for the freedom 
of her trade or Germany for the freedom of the world. 
If it had not been for the invasion of Belgium she might 
well have entered the war on the other side. Any light- 
hearted engagement in Europe involving automatic com- 
mitment to war might involve Great Britain not only in 
war in Europe but at the same time in war with the United 
States. 

But that is only the beginning of the difficulty. Canada, 
Australia, South Africa, New Zealand and the Irish Free 
State, as well as India, are now full partners in the Common- 
wealth. They have hitherto been strong supporters of 
the League of Nations, and so long as there is any chance 
of its becoming the effective instrument for a collective 
international system they will continue to support it. 
But the proposals under consideration are not for making 
the League once more universal but for new commitments 
in Europe ; because with Japan and the United States 
outside the League the Covenant is not considered to be 
effective either for giving security or for maintaining peace 
or for revising treaties in Europe. To all such extra 
guarantees they have hitherto refused to subscribe. Only 
Australia and New Zealand ratified the abortive Anglo- 
American treaty of guarantee. All the Dominions refused 
to sign the Locarno treaties. If they now see Great 
Britain entering into new pledges, not as part of a uni- 
versal collective system of peace, but in order to try to 
stabilise Europe, pledges that involve liability to auto- 
matic commitment to war, are they not likely to refuse 
to countersign ? Might they not drift away from a 
Great Britain liable to be plunged into a war in Europe at 
somebody clse’s discretion, towards a United States 
+8a 
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poBscBsed of an equal navy and Gommitted, ft^y tattt at 
£m, to neotrality and a free hand if a war breab out f Hwy 
could doubtless come to the assistance of Gieat Britain 
if her vital interests were direct^ menaced, but we -very 
much doubt whether they will take any responabilhy fm 
trying to subilise the vortex of European militarism. 

The issue goes even deeper. Suppose that one membo: 
of the European coalition hostile to Great Britain were in 
close association with a Far Eastern Power, or suppose 
Japan, having already abandoned the League and taken 
Manchuria, developed an expansionist policy in the Pacific, 
as she now seems bent on doing, would not Canada, Australia 
and New Zealand, States fronting on the Pacific, inevitably 
move away from the side of the Power whose navy would 
have to remain in European waters under her European 
commitments, towards the side of the Power whose navy 
was uncommitted ? If the Commonwealth is to endure, 
the primary obligation of its defensive organisation must 
be to its own members, wherever they are situated, and 
not to European Powers. There is no stronger case for 
trying to stabilise Europe by entering into special regional 
commitments than there is for trying to stabilise the Far 
East by entering into special regional commitments. To 
do either would be to tear the Commonwealth to pieces ; 
to try to do both would be to undertake a task beyond its 
strength. 

There is, however, a third alternative. It faces the 
realities that, for the time being at any rate, have made 
ineffectual the League procedure for the giving of security 
and the prevention of war ; it is still based on the collective 
principle ; yet it avoids the dangers of isolation and of 
undertaking new regional guarantees. It is that, without 
relaxing our support for the League as an instrument of 
international co-operation, we should deal with the security 
problem by combining the system whereby Great Britain 
prevented world war from 1815 to 1914 with the KeUogg 
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A return to the poKcy of European equilibrium 
does not mean deserting France and Belgium; for in 
this century, as in the last, Great Britain cannot escape 
altogether the consequences of her geographical position. 
She can never willingly allow the occupation of the other 
side of the Channel by a hostile Power. She can never 
tolerate another invasion of Belgium or any attempt to 
modify the frontiers of France or to detach her colonial 
possessions by force. That should be made absolutely 
clear, not by a defensive alliance with France, but by a 


formal declaration to Germany, so that Europe may 
understand the realities of our position, and not be left 
in doubt as it was before the Great War. That, indeed, 
is the practical meaning to-day of the Locarno treaties, 
whose technical provisions, guaranteeing the demilitarised 
Rhineland subject to interpretation of “ aggression ” 
by the Council of the League, are out of date. If necessary, 
that interpretation should be made plain to the world, 
because nobody now believes that Great Britain will go to 
war with France to protect the immunity of the German 
Rhineland or with Germany to prevent her from placing 
troops on her own territory. Such a declaration, in itself, 
would mean an immense increase of security to Belgium and 
to France. But there is all the difference between a 
declaration of this kind and any kind of alliance. For the 
first brings Great Britain into a European war only if 
there is a direct attack on France and Belgium, or an' 
attempt to modify their frontiers. Other European wars, 
even though France itself were engaged, would not auto- 
matically involve her. An alliance, on the other hand, 
means m effect war whenever France is at war. 

Once the principle is adopted that while Great Britain 
^8 a hmited interest in Western Europe she will defi- 
nitely not form part of any European balance of power, 
the way is open to the restoration of the 1815-1914 system 
m a much more universal and satisfactory form. The 
en«^of the old British system was that Lcause Great 
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Brit^ refused to iorm pert of the Earopeaq. balance die 
ootild exerdse a decisive influence, «ther by thiotving her 
weight on one ude or the other in a conflict, or by locaflsitil; 
it and preventing it from becoming a world war. The 
difiicalty of Great Britain in attempting to return to this 
system to-day is partly that she no longer has her old 
command of the sea, and partly that no one could stand 
such dictation by Great Britain alone. The whole situation, 
however, has been changed by the Kellogg Pact, which k 
signed both by the Dominions and by the United States, 
as well as by practically all other nations. 

The Kellogg Pact does not imply neutrality. On the 
contrary it recognises that war anywhere must be a primary 
concern of every nation, because war may always spread 
so as to include itself. Though it provides no machinery 
for forcing compliance with the obligation to renounce 
war as an instrument of national policy, the Kellogg Pact 
implies — and has been recognised by Mr. Stimson, the 
former Secretary of State of the United States, to imply — 
that the old concept of neutrality is out of date. It is 
clear that if ever the world is to have peace it will be 
because nations, like citizens, come to realise that the 
prevention of violence or the maintenance of world “ law 
and order ” is their primary interest, and that a world 
pax will only begin when all nations learn that they must 
combine against an aggressor and compel resort to pacific 
modes of settlement. If the more ambitious instrument 
of the Covenant created in 1918 has not yet succeeded, we 
may find more appropriate foundations for a new attempt 
in the universal Kellogg Pact. 

World peace was maintained from 1815 to 1914 because 
Great Britain avoided “ entanglement ” in Europe except 
for the guarantee to Belgium, and because she had command 
of the sea. No Power could carry war outside Europe 
without challenging Great Britain, and nobody already at 
war cared to do that. If Great Britain avoids automatic 
commitments in Europe, other than those necessary for 
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her own sdf'preservation, such as the guarantee to Bd^uth 
and a prc^ly interpreted Locarno treaty, and if Great 
Britain and the United States agree that before using the 
sea-^wer that they now jointly control they should consult 
together, there is no reason why the English-speaking 
world, with the support of all the non-belligerent Powers, 
should not prevent world war in this century as Great 
Britain alone did in the last. This purpose involves no 
kind of alliance, offensive or defensive, between Great 
Britain and the United States. It simply means a 
common recognition of the fact that they cannot afford 
to quarrel, that if they act independently they are liable 
to be driven to quarrel, that they have a common interest 
in helping to maintain the peace, and that in sea-power, 
backed by the new air arm, they have the most potent 
weapon for achieving this end. For no Power will lightly 
force them into war against itself, while their joint influence 
as mediators and the pressure they could exert to end 
wars on just terms would be increased. 


It is all the more possible for them to act in this way 
because the Kellogg Pact has introduced a new concept of 
neutrality ” which is of great importance. Before the 
war every nation had the right to go to war, and interference 
was regarded as an unfriendly act. Neutrals were simply 
given such “ rights ” as, in practice, belligerents had been 
willing to concede to them. To-day any nation that resons 
to war puts itself in the wrong, as a peace-breaker. The- 
nghts he not with the belligerents but with the neutrals, 
or r«her with the peace-respecting Powers. Both under 
the Covenant and under the Kellogg Pact they have the 
nght or even the duty to try to stop those who are dis- 
tmbing the peace of nations and to bring about a just 


pre-war parlance were called 
neutral who are the real foundation for the coUective 

S d r peoples of Europe. The 
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the 

iktady demoaMratied how to work a collective 
wHhm its own boondaries, is to give the lead require^ t)e 
make the pacific part of the world an effective! force, under 
the Kelh^g Pact, against aggression and militarism. But 
the first step towards such a policy must be disentang^ 
ment from automatic commitment in what Sir Wilfrid 
Laurier used to call “ the vortex of European militarism.” 
And that is really the first step towards making possible 
the re-emergence of the League as the central peace 
machinery of mankind. 


IV. The Problem of the Commonwealth 

T WENTY-FOUR years ago this review was founded in 
order to discuss the relations that should subsist between 
the nations of the British Commonwealth in view of the 
evidently approaching war. The argument then persistently 
set forth was that no system of defence could endure in 
which on the one hand the main financial responsibility 
rested upon Great Britain alone, and on the other Great 
Britain was able to commit the Dominions to war without 
their prior consent. The outbreak of the war answered 
these questions so far as the immediate situation was con- 
cerned, because, such was the magnitude of the danger, 
the whole Empire rallied to the cause of the allies. Re- 
sponsibility for the conduct of the war, financial and human, 
was fully shouldered by the Dominions, and by the end 
of the war they shared also in the responsibilities of the 
War Cabinet and of the Peace Conference. 

The problem of the mutual relations of the Common- 
wealth was settled for the period immediately after the 
war partly by the decisions of successive Imperial Confer- 
ences, culminating in the Statute of Westminster, and 
partly by membership of the League of Nations, whereby 
all nations of the Commonwealth voluntarily assumed the 
obligation to support the collective system embodied in 
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tlK Coveiunt. Though the major responsibiKty lor <i«y- 
to-day fweign poliqr still rested upon Great Britain, who 
had a permanent seat on the 0>uncil of the League and 
maintained the navy out of her own resources, the main 
policy of the Empire was to support the League system, 
and nearly all the Dominions have at times had temporary 
seats on the Council. 

But the events discussed in the earlier sections of this 


article bring to the front once more issues not unlike those 
that confronted us before the war. If the League has 
temporarily broken down, not as a system of international 
co-operation but as a system of security, if the ideal of 
universal disarmament is out of reach, if four of the great 
Powers, one of them fronting on the Pacific, are free, or 
about to liberate themselves, from the obligations of the 
Covenant, what is the international policy of the Common- 
wealth to be ? If, moreover, as seems probable, there is 
likely to be rearmament of some of the great Powers, 
then, in spite of any limitation there may be, defence 
will once more become a major imperial preoccupation. 
Is each part of the Commonwealth to prepare to defend 
itself, or are they all to co-operate in a common scheme 


of imperial defence? If the latter course is adopted, 
how is defence policy to be formulated and co-ordinated, 
and how is its cost to be distributed f Finally, what 
is the significance of the new air arm ? Does it mean 
that the old long-drawn wars of the past are over, and 
that the new strategy implies instant and overwhelming 
blows at the heart to disorganise the enemy’s power 
of resistance ? It is obvious that the advent of air- 
power has transformed the problem of defence both for 
Great Britain, which lies alongside the congested area 
and the great air forces of Europe, and of India and 
the Dominions, which lie far away but are nevertheless 
accessible to air attack as they have never been to military 
or naval attack Is it stiU possible to arrive at a universal 
convention to abandon bombing from the air, with sanctions 



TJie of the Ci^xtnimiwealth 

adeqtiate to deter a possible violator ? That oeenu to be 
the one form of imivetsal disarmament treatp still wilbm 
readt 

It is quite obvioas that we have entered into a new phase 
of world and Empire histcMj. There is no giqimd for 
panic. The League, in our view, will in due time come 
back into its own, and meanwhile we should do all in our 
power to prevent the further weakening of the onl/ real 
international organisation that exists. The time has 
come first for deep and serious reflection, then for con- 
sultation and finally for decision, between the members 
of the Commonwealth. We have set forth some of the 
fundamental considerations that must, we think, be taken 
into account. When the facts and the issues are a little 
clearer, we consider that an Imperial Conference should 
be held to define the policy of the nations of the Common- 
wealth towards Europe, towards the Far East, towards 
the Covenant and the Kellogg Pact, and towards the 
problem of their mutual defence. 
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AIR POWER AND IMPERIAL 
DEFENCE 


A ir-marshal lord trenchard once said 

that if he had the casting vote he would “ abolish 
the air ” ; for though during peace time aircraft might 
prove a greater blessing to the Empire than to an7 other 
country, this could not balance out the harm they would 
do in war. It is pertinent to recall that a hundred years 
ago the Duke of Wellington held a similar view about the 
steamship. In 1828, twenty-six years after the first 
practical steamship was launched, the Colonial Office 
.•eceived from the Admiralty the following answer to a 
request for a steamer to convey mails from Malta to the 
Ionian Islands : their lordships “ felt it their bounden 
duty' to discourage to the utmost of their ability the 
employment of steam vessels, as they considered the 
introduction of steam was calculated to strike a fatal blow 
to the naval supremacy of the Empire.” This is exactly 
what it did not do ; for not only did the steamship enrich 
the Empire beyond the dreams of early nineteenth century 
avarice, but it enabled Great Britain to found a navy which 
until 1914 rendered the Empire all but invulnerable. In 
1878 Mr. Gladstone very rightly said : 

The strength of England is not to be found in alliances with the 
great military Powers, but is to be sought henceforth in the efficiency 
and supremacy of her navy. 

It was this supremacy which enabled the greater colonies 
to grow into Dominions and become independent nations. 
It was this supremacy which enabled them and Great 
Britain to enter the world war as a single unit, and it is 
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tliii MfamuKf' ^tAich. tto-dtj- is dnlioiged bjr 
¥(tt, as ^ Boltt of WeDingtcm ms -wtoagt taa/ Hot lided 
IVaKfiard also be wrong f May not air-po^er not only 
wtlf tnoTSase the riches of the Commonwealth by speeding 
op communication, but also unify it by quickening contact 
between its parts, and above all maintain its security as 
fully as once did steam-power ? 

I. The Was of the Future 

I N considering how this last contingency may be fulfilled 
we must examine the technique of modern war, a 
technique that has to fit three-dimensional movement. 
The military object in war is to enforce a policy or to resist 
its enforcement, the means employed being direct physical 
action, economic pressure, and attack on morale. The 
first is normally the duty of the army, the second that of the 
navy, and the third, as we believe the future will reveal, is 
pre-eminently the domain of the air force. As long, how- 
ever, as we require soldiers on land and sailors at sea, th^ 
air force must also assist them in their work. There are, 
therefore, three main air force problems : a military 
problem, a naval problem and a problem peculiar to the 
air. The first two are largely concerned with information 
and protection — the maintenance of the freedom of military 
and naval movements on land and sea. The third is a 
matter of gaming, not air supremacy, a conception derived 
from the old technique of war, but a supremacy over the 
enemy’s political will by dementing his civil will. It is not 
by tactical action directed against his army and his navy 
that this object can be achieved, nor yet by a clash with his 
air force if this can be avoided, but by an attack on the 
morale of his people, against which those instruments can 
no k>nger afford direct protection. This is the keystone in 
the arch of the new technique. 

That the full meaning of this technique is not generally 
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onderstood i» seen from the question that is so freqwoUty 
aslwd ; » it feasible to replace an army and a nary by aa 
sir force ? This question originates from a misconcep^ft 
of the military and naval object, which is not to IdJl soldiers 
and to sink ships, but to change the policy that these 
soldiers and ships are defending. If, in the event of war, 
an air force can change this policy with less physical destruc- 
tion than armies and navies have had to effect in the past, 
then an air force will not absorb the military purpose of 
navies and armies, but will instead establish a new con- 
ception of war, in which theii main rAIe will be the occupa- 
tion of land and sea after a victory has been won by aircraft 
over the enemy’s morale. 

Though this change in technique is not as yet fully 
appreciated, the feeling of impotence that it has created 
in the political mind ever since the conclusion of the world 
war has contorted Governments into the proverbial position 
of the ostrich. One and all have been agreed that the most 
terrible thing that can happen in another war is public 
panic, overthrowing them and indeed perhaps the whole 
political system. Yet in place of accepting this possibility 
and examining it in order to discover an antidote, each in 
turn has plunged into the realm of political witchcraft ; for 
all have exorcised war and have attempted to lay the newer 
and more scientific weapons under interdict. In this 
terror, which has paralysed our statesmanship, the problem 
of the Commonwealth has been almost forgotten. Sub- 
marines and aeroplanes may be awkward inventions for a 
non-self-supporting and overcrowded Great Britain, but in 
the circumstances that face the majority of our Dominions 
and colonies are not they a valuable as well as an essential 
part of Empire defence ? Have we learned nothing from 
the world war, or is it that we are determined to learn 
nothing ? Given the military and naval weapons with which 
that war was fought, great decisive battles, whether on land 
or at sea, are virtually events of the past. Its 
characteristics were blockade and siege, and this type of 
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WR can obI^ be eaded hf the revolt of a aurved out eoeny. 
Conseqaently the end is the same as that wlush is likely 
to be effected, at infinitely less cost of life, wealth and 
{Koperty, by air attack. 

Yet it is pRfectly true that had it not been for the 
ability of the British navy to maintain an effective blockade 
<A the Central Powers, the Empire could neither have 
entered the war as a unit, nor, during its course, have 
maint ained itself as such. This is an undoubted fact, but 
it should not mislead us, for air-power is bound to change 
the whole of this problem. 

Since a blockade takes months and even years before its 
full effect is felt, the problem is as much one of time as 
one of means. The weapon that most effectively reduces 
military time is the aeroplane, not only because it can move 
more rapidly than any other arm, but because it can be 
quickly manufactured, and because its moral effect is so 
immediately incisive. Given a reasonably good civil air 
service to work from as well as the necessary materials — 
metals, oil, etc. — ^there is no reason why a nation should 
not be able, immediately before or during a war, to turn out 
large numbers of flying machines. In face of an enemy 
so equipped, could a blockade, such as we established in the 
world war, be maintained long enough to prove effective ? 
It is extremely doubtful. To establish a blockade two 
means are at the disposal of the blockading Power : the 
closing of the enemy’s ports and the destruction of his 
overseas trade. The first requires the blockading fleet to be 
based on harbours covering or flanking the sea-approaches 
to the enemy’s ports ; if those harbours could be 
attacked by aircraft the blockading fleet would have to put 
to sea and risk being harried by submarines. Possibly it 
would have to remain at sea, for while riding at anchor it 
would offer a superb target to air bombardment. In the 
second case the blockading submarines and destroyers 
would have to operate near the foci of the trade routes, that 
is, comparatively close to shore ; hence unless they were 

493 



Air Power and Impcrkl Drfcncc 

rtKMigly 8ii^)orted by aircraft they would be ccmdiiiioa^ 
opeu to obaervation and attack from the air. 

The truth U that at least in European waters, which ore 
comparatively narrow, aircraft rather than subm^imB 
and surface craft will prove the more effective means of 
making and breaking a blockade. A new technique 
blockading will have to be devebped, the aim of which will 
be, not to bottle up a harbour or scour the seas for enemy 
merchantmen, but to keep the enemy’s ports under constant 
or intermittent air bombardment. The purpose would 
be threefold ; to throw their inhabitants into panic and 
so hamper unloading ; to destroy their wharves, ware- 
houses, etc. ; and to prevent merchant ships from entering 
the harbourage. Thus in narrow waters the most powerful 
weapon of economic attack is probably the aeroplane 
or seaplane and no longer the submarine. For example, 
although submarines lying off the mouth of the Thames or 
the Elbe would by no means be impotent, they would not 
prove so effective as the destruction or paralysation of the 
port of London or the port of Hamburg. In this new tech- 
nique of blockade the critical fact is, that though navies 
may still be able to close enemy ports, they must operate 
from land bases which in most cases are exposed to air 
bombardment, while they cannot directly attack the enemy’s 
aerodromes and so deprive his aircraft of their bases. 

A very similar problem arises in regard to keeping sea 
communications open — z vital imperial war problem.' 
To take an instance that is purely illustrative and has no 
political significance, by air-power a hostile Italy could 
block the Mediterranean to British shipping. Italian 
aircraft, based on Sicily and Tripoli, would not only render 
Malta untenable, or certainly inoperatite as an air base, 
but would make it all but impossible for British merchant- 
men and warships to round Cape Bon. Similarly, a hostile 
France, with aircraft based on Tunis, could block this same 
gap, and a hostile Spain, with a small though efficient air 
force, could block the Straits of Gibraltar, if she could not 
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tarn dm ca«-i3iiw iinpit^bie £ortres» into 4ttle «ioi« 
than a dangerous bomb txap. : . , 

Similar oondderations might be advanced regarding bad 
warfare bat the imporunt point is that while in the world 
war the decisive operation of war was the eccmomic attack, 
in a war of scientific weapons this is replaced, by the attack 
on morale, and the idea of destroying by that of terrorizing. 
Gas, for instance, more especially in the form of a vesicant 
chemical, is a terror-spreading weapon because it repbces 
killing by wounding ; tanks are terrifying weapons because 
they instil into unarmoured troops an intense feeling of 
impotence ; submarines are terrifying because their 
unseen danger becomes ever present to the mind ; and 
similarly aircraft are disseminators of terror because of the 
suddenness of their attacks and because the civil population 
is helpless against them. 

The new technique of war is thus being built upon the 
idea of terror and not on that of slaughter combined with 
material destruction. Its object is to dislodge an idea 
by awakening an instinct. The idea is the desire to defeat 
the enemy, the instinct is that of self-preservation. It 
is no longer a question of imposing will upon will, a maxim 
that the war manuals never fail parrot-vidse to repeat ; 
for the acceptance of one will by another is a rational act, 
whereas a mind terrorized ceases to be rational, becoming 
wholly instinctive. 

Since this is the object of the attack on morale, it stands 
to reason that the slaughterings and destruction that 
characterised the old technique of war will be subordinated 
to this one object of the new technique — ^the maddening 
of the enemy. Consequently all searchings after physical 
and economic targets on sea or land will be subordinated 
to the one essential action — the attack on the civil popula- 
tion. This does not mean the total suppression of those 
arms which cannot directly attack the people; it means 
their adoption of a new and, in a sense, an auxiliary status. 
Thus tanks, infantry, guns, battleships, cruisers, sab- 
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marines, etc. can no kmger be locked apon as the spearheid 
of armament. In the new technique of war their ndlitf 
will consist first in supplTing a base of action for aircraft, 
and second in occupying the areas that are paralysed by 
terrm. In the hey-day of the old technique, infantry formed 
the tactical base of operations from which cavalry man- 
oeuvred. In the new, cavalry are replaced by aircraft, 
and infantry by all the other arms and fortfications that can 
protect aircraft bases. 

Can the civil will be protected from this assault 
upon its reason ? Discipline and organisation will certainly 
accomplish something, more, probably, than anti-aircraft 
artillery ; for the latter, even though supported by search- 
lights and sound locators, and in spite of every form 
of calculating instrument remains distinctly defective. 
Obviously the most certain protection is to be sought 
through aircraft, for the aeroplane is the only weapon 
that can meet opposing planes at high altitudes. 

It is sometimes thought that the next war will open with 
great battles in the air, but the opposite is far more probable. 
Decisive air encounters will be avoided, because the object 
is to destroy not material ajtid personnel but morale. 
Since many cities will be open to attack, and since attacks 
will be made with extreme rapidity, it will be the exception 
and not the rule for head-on coUisions between opposing 
air forces to take place. To illustrate how difficult it is to 
come to grips with an enemy in the air, even when this is 
the intention, we may quote the instance of a German air 
squadron detailed to defend Mannheim-Ludwigshafen 
during the world war. 


In the period June 30, 1917, to October 21, 1918, it took the air 
S4 times with a total of 300 aeroplanes ; 16 times out of the 54, 
6s aeroplanes Bew together, but did not succeed in engaging 
enemy m the air over German territory. Thirty-one times, when 
172 aeroplanes tewk the air, they did not come into contact with the 
enemy at all, and only 7 times, when 63 aeroplanes flew together, 
was the enemy forced into action, with the result that 8 of hia 
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AantfdttMt «ja«tdiot doira. It is vnrdif of ae«&<tl|s» tW lit 
«tt oo^oaoe lide to eogsge the eaen^ o^Jhu ap{)n»Bdi» 
a^ 80 pcmnt him from dropping bombs on M s n a h et m- l^w^ 
&afen. 

Tlie logical conclusion is that the onlj reliable protection 
against civil panic is power to instil panic in the enem/s 
civil population. The argument of retaliation is two-edg^ 
if the object is to create a more perfect state of peacefulness 
after the war than that which existed before its outbreak. 
But against would-be maniacs in a mad world it is an 
extremely powerful argument. As General Groves writes ; 
“ The only known efEcctive deterrent to aerial aggression is 
the fear of reprisals in kind.” It is the hangman’s rope 
suspended over every would-be murderer’s head, the Itx 
talonis — an eye for an eye and a tooth for a tooth. 


II. The Defence of the Commonwealth 

T he radical change that has been introduced in the 
technique of war by the rapid evolution of air-power 
makes it imperative to review our traditional conceptions 
of imperial defence. In the past, on account of the 
supremacy of our navy, which commanded the seas in peace 
as in war, and which was not only the most powerful of 
war weapons ever created by any single nation but also the 
most powerful of diplomatic weapons, it was unnecessary 
for the Dominions to raise fleets of their own or even 
armies of their own. When an emergency arose, under 
cover of the British fleet, time could always be gained 
wherein to make good the peace-time deficiencies in their 
military preparations. 

In 1914, because Great Britain was still an unattackable 
island and because her fleets picketed every sea, it was 
possible to turn the hub of the Empire into a vast arsenal, 
and simultaneous^ to draw man-power from every quarter 
of the globe, train it, arm it, equip it and lastly transport 
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it to thatra of war sometimes separated by thoosaiuls of 
miks. It was naval power that accomplished thisy na^l 
power that hy blockading the enemy safeguarded the hub 
oi the Empire, that by keeping communications open 
allowed the circumference to support and feed the hub, 
and that, by denying the enemy access to the seas, even- 
tually reduced him to impotence. 

Since 1918 all this has changed. The hub is now open 
to attack such as no navy or army can repel. Blockade is 
no longer possible in the form that rendered it overwhelm- 
ing. Mere man-power is not so necessary, because 
mechanisation is slowly advancing and machine-power is 
likely to prove the decisive factor on the battlefield. Lastly, 
sea communications are now far more open to attack. 
The truth is, that more and more is the burden of imperial 
defence being loaded upon the shoulders of Great Britain; 
because although strategicaUy the Dominions have never 
been independent countries even in the past, they are 
likely to become less and less so as long as the British 
navy is still looked upon as the pivot of imperial defence. 

To-day we stand where we stood just a hundred years 
ago. Then steam-power definitely challenged the existence 
of an Empire founded upon sail-power ; now air-power is 
challenging an Empire founded upon the steamship. 
Yet if we grasp the changes in war that air-power will 
eventually force us to grasp, we shall be able to place the_ 
Empire on a securer footing in an armed world than it has 
ever rested upon before. We go so far as to say that the 
destiny of Western civilisation during the next hundred 
years, as during the years 1815-1914, once again rests in 
our hands, and on how we act will depend whether Europe 
will remain at peace or be plunged into war. 

In this problem it is obvious that the starting point is 
^e hub. Great Britain, and that the first step in its solution 
is to provide this hub with an air force of sufficient size and 
strength to deter any continental Powers, through fear of 
reprisals, from launching an air attack upon these islands. 
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Thoagh Midi • iagee ^onld be «ble to protect ^tlie iieajt 
of tbe ^B^poe, itcenoot of itself protect the cticffinfereace ; 
coQaetjiiaatly the second part of the pn^^bdi ■ depeadsj 
first, upon whether India and the Dommions can provide 
tbek own local air {notection, and secondly upon whether, 
in the event of another world war, all the air forc^ of the 
Empire could combine against an enemy centralised in one 
locality or split up among several. 

As in every other military problem, the primary deto'- 
mining factor is not strategy or tactics, bnt equipment and 
finance. Seventy to eighty years ago, when steam>power 
was beginning to change the nature of naval warfare, though 
it was still possible for the colonies to build wooden 
frigates, it vwts totally impossible for them to build iron 
battleships, and even to-day as self-governing Dominions 
they are not wealthy enough to equip themselves with 
modem warships on an extensive scale. With the exception 
of New Zealand, moreover, they have objected to paying 
money contributions for the furtherance of a defensive 
policy in which they had no immediate voice, and for the 
upkeep of a navy whose administration was not in their' 
hands. Australia alone created a navy of any real fighting 
strength, but her two craisers and smaller craft have never 
pretended to be more than an addendum, however valuable, 
to the British navy, and a nucleus for expansion if the 
emergency so required. 

Air-power, however, alters the whole of this problem, 
because it is the cheapest form of fighting power that has 
been introduced during this scientific age. Thus while 
no Dominion today can afford a fleet sufficiently powerful 
by itself to safeguard her trade and keep open her sea 
communications, and while no Dominion can as yet afford 
a mechanised army of any size, all Dominions can afford 
small but highty' efficient military air forces. These units, 
not being tied to land and sea communications, could 
probably be concentrated within a few days in an area 
thousands of miles distant from their starting points. 
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Hmk is no question here of any infringem^t ci eqnalit 
of Dominion ftatuS) such as might be read into the sidisi 
<^i«{ng of defences controlled elsewhere, or the creation c 
instruments of war useless save in co-operation with thoa 
of a larger Power. Rather the argument is on th 
other side ; for not only is every air squadron in itself 
ready instrument of local defence, but air forces, onlilc 
navies, cannot roam at large, putting into port only fo 
fuelling, victualling, and repairs ; they demand a laa 
base, and a Dominion would rightly object if an imperii 
air force, quartered on her territory, were controlled 
manned and paid for by any one but herself. 

Two further problems must be considered ; the firs 
is the incentive behind military expenditure, and th 
second is the establishment of airways that will facilitat 
war concentration. These two problems are really one 
for both depend upon the future development of civi 
aviation. 

Obviously if civil aviation were not a practical proposition 
military aviation would be no more than a martial luxur 
which the Dominions could ill afford. But this is not th< 
case, for by reason of the vastness of their size civil aviatioi 
is daily becoming more and more of a necessity to them 
Here the Dominions have a decided advantage over thi 
Mother Country, because, while Great Britain is littL 
more than a terminus for air routes, India, Canada 
Australia and South Africa, without mentioning the large 
colonies, are in fact natural homes of aviation. It is not ten 
fanciful to predict that, before very long, for every one civi 
machine in Great Britain there will be two and possibl] 
three in each of these four countries. In fact, the foundation: 
of military power will not as heretofore be concentratec 
in the hub, but will be distributed throughout the circum- 
ference of the Empire. The whole picture of imperia 
defence will thus be changed; for no longer will th* 
Dominions mainly depend for their security upon Great 
Britain, but Great Britain will in large part depend foi 
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her socnntT’ npoa the Dotminiona. Hien end tiben onfy 
will thef become true partners in the Empire, tsiibg their 
full {dace in it strategically as wdl as poUtkidil^. Whra 
eqnaiitf in risk ami respcmsibility is thus accomplished, the 
Gommcmwealth of British nations will accord in fact with 
its omstitational formulae. 

The Commonwealth consists in the main of a number of 
vast independent or semi-independent areas covering nearly 
a quarter of the globe, to each of whom civil air-power is 
an essential necessity of progress. Civil air-power is the 
foundation of military air-power, a foundation from which 
in a crisis military air-power can rapidly be developed. All 
the great Dominions, furthermore, are at present out of range 
of European air attack. Granted, therefore, that a common 
policy is established in foreign and in defensive affairs, it is 
possible for the Commonwealth to create from its civil 
resources a potential, if not an actual, military air force 
that can hold the balance between the nations. What 
Power, in the event of another great war, is going to attempt 
to bomb London out of existence, if, when this dire act is 
accomplished, the whole aerial might of the Empire will, 
be turned against it in an overwhelming reprisal i It would 
almost seem that an all-wise Providence has allowed the 
secret of flight to be discovered not in order to turn human- 
ity mad but in order to prevent it from losing its wits. 

If we are realists and look facts in the face, we must 
recognise that the menace of air warfare has come to stay 
and that no enchantments can abolish it. We must 
understand that air-power has radically changed and is 
radically changing the whole of the technique of war. 
Its supreme weapon is the attack on morale, the assault 
on the minds of civil populations, however hideous and 
barbaric this may seem to us. It can so vastly influence and 
restrict present-day methods of sea and land warfare as 
virtually to geld them, if only by the greater rapidity with 
which it can force a decision. And when we do realise 
this we shall see that air warfare is but another of those 
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i^rsterious vteppiiig stones across the tarbntett fi«r 
war wlttch brii^ ns nearer to the far ba^ cafled peace.- 
Quite possibty^ it may be the last of these 8toiw8« because 
it strikes at the origin of all modem wars, crowd-ddirinm 
or crowd-hatred ; for it brings the possibility of war and 
all its insane terrors and destructiveness daily and hourly 
to the threshold of every home. 

Here another comparison may be drawn with the develop- 
ment of steam-power at sea. Not only did it vastly enrich 
and strengthen the Empire, but it achieved more than this : 
it reduced the potentialities of naval warfare in a degree 
that no international conference or agreement could 
possibly have accomplished. It annihilated piracy and 
small wars at sea, for iron-clad navies grew so costly that 
none but the greater maritime Powers could afford to build 
them. To-day, because nine-tenths of the naval power of 
the world is concentrated in the hands of five nations, 
naval causes of war and naval warfare itself have been 
vastly restricted. 

Now yet another invention, air-power, challenges not 
only these few remaining fleets, but also the massed armies 
of the epoch of unlimited war, those human locust swarms 
which, pumped on to the battlefields by the million, in 
four years of devastating war ate up the prosperity of forty 
years of peace. Unlike the steamship, the petrol-driven 
flying machine will cheapen war and restrict it by that same 
cheapness. All nations, however poor, will be able to 
afford efficient air forces of a certain size and will be com- 
pelled to concentrate them because the air cannot be 
fortified. Yet such a price will be placed upon the morale 
of the nations, on account of the punishment they may 
expect, that any would-be aggressor, confronted by a 
powerful combination of actual and potential adversaries, 
will think twice, thrice and many times before going to 
war, for the price he may have to pay may well be the 
terrorization of his people and the complete destruction of 
their national morale. 
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T0KU7 cbe 1 d^ to Eon^eam peace u oun. The poteo* 
titl ait-powcr of ^ Empire is so vast tibat we eih iemler 
oorseives and the Dominions virtnalty nnatta^ble, and 
iv 4 tig muttadable we shall become once again not the 
dictatora of war but the arbiters of peace. When our 
navy was mpreme, there were no naval wars worth con- 
sidering between the years 1805 and 1904. ^th an Empire 
based on air-power and organised to use it in war time, there 
is no reason to doubt that for many years to come we coidd 
throttle practically every war that might threatoi the 
peace of ^e world. 

The steps we should take towards this great realisation 
are simple. We should first set our own house in (»*der 
and establish in Great Britain an air force equal in strength 
to that of the strongest air force on the continent. Need- 
less to say, the lower the level at which parity can be 
established, the better for us all. Next, we and the 
Dominions should create an air council for the Empire, an 
organ that will think out the problems of air-power in all 
their many forms and act as an imperial advisory and co- 
ordinating instrument in peace and war. Lastly, we should , 
by every means in oiu: power encourage civil aviation, and 
establish throughout the Empire a network of flying stations 
on the lines of the coaling stations that steam-power forced 
us to adopt. The unity, the safety, the prosperity of the 
Empire depend on vigorous and far-sighted action. 



THE AMERICAN TREND 


A t the end of March President Roosevelt left Washing- 
ton and went Ashing for seventeen days oflE the coast of 
Florida. He needed the holiday and it did him a world qi 
good. He came back tanned, rested and in the best of 
health. This is not trivial ; it is important. It is the most 
important thing in the United States today. It doesn’t 
matter whether you believe in the theories of the Brain 
Trust or whether, like feeble Dr. Wirt, you are convinced 
that they are taking the United States straight into soviet- 
ism. It doesn’t matter whether you regard the policy of 
devaluing the dollar in terms of gold as a moderate success 
or as a gross failure. It doesn’t matter whether you put 
your trust in the New Deal or in the Old Adam. The 
directing -genius of American affairs is President Roosevelt ; 
and so long as he keeps well and serene and responsive, so 
long as his physical condition permits him to continue his 
unparalleled personal labors — for just so long do we stand 
a more than even chance of pulling out of this depression 
and arriving once more on a plane of normal well-being. 

A bare statement like that lends itself at once to various 
misinterpretations ; so it would be well to clear some of 
them up at the start. A German might say the same of 
Hitler, but for the sake of those who are just plain be- 
wildered by what is going on in the United States, and 
even for the sake of distinguished statesmen who “ will be 
interested to sec the backwash from Germany and thtr 
United States a year from now,” it should be patiently 
ejtplained that we still enjoy the form and practice of a 
democratic State and that President Roosevelt does not 
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exercise hk iofliieiice by virtue o£ s dkutorahip ehber in 
hw or in fsct. Day before yesterday a hundred thousand 
people — socialists and communists — ^paraded through the 
streets of New York City without any sign of disorder what- 
soever. Free speech is exercised as freely as it ever was. 
Federal legislation is still enacted by Congress and its 
validity is still tested before the Supreme Court. The 
Senate can and does refuse to confirm the St. Lawrence 
Waterway Treaty in spite of the President’s plea ; and both 
Houses of Congress can and do pass an Act, over the 
President’s protest and veto, restoring pay cuts to federal 
employees and liberalizing payments to veterans of the 
war. Newspaper correspondents in Washington have never 
within their memory been given such full and frank informa- 
tion as they get from the White House today, and it is the 
President’s usual practice, when an important measure is 
being considered by Congress, to invite from a dozen to 
fifty interested legislators of both parties to discuss the Bill 
with him. S. K. Ratcliffe, who knows a lot about this 
country, said, after a trip around, “ This isn’t Hitlerism, 
it’s hypnotism.” So it is, and that’s almost too good and 
too true a saying to spoil by qualification. Nevertheless, 
for the literal minded, one might add that it looks surpris- 
ingly like democratic leadership. 

When one says that the President is the directing genius 
he doesn’t mean that he’s a Hitler — nor does he mean 
that he’s a Stalin either. And this has to be spelled out 
too ; for ’in addition to the old ladies at the hairdresser’s 
and the old men at the club there are certain other in- 
dividuals (still enjoying freedom of speech) who are con- 
vinced that communism is on its way in the United States 
just as sure as shooting. On a perfectly normal afternoon 
toward the end of March, with plenty of other things to 
write about, the eastern American newspapers blossomed 
forth vdth a tale so fantastic as to make you rub your eyes 
and hold your hands to your head. The New T ork Sun, for 
a starter, gave it a three-column headline ; it seemed as if 
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someone, prime for the madhouse, must hare set the type 
before the authorities coold get the handcuffs on himl 
Btrt by the next morning the more sedate Neto T ork Tims 
had followed suit, the news had travelled across the country, 
and the story of Doctor Wirt had become a natiomd 
hubbub. 

Doctor William A. Wirt, sixty years old, was and still is 
superintendent of the school system of Gary, Indiana. The 
town of Gary is named for the former chairman of the board 
of the United States Steel Corporation, its principal manu- 
facturing plant is located there, most of the children now 
in school will end up in the mills ; and in the meantime 
they are being “ elevated ” (as the French would say) by 
the “ platoon ” system of education for which Doctor Wirt 
is famous. They study, they work in the mills and they 
play — all in platoons, TTie news-hawks, in their usual con- 
ceptual shorthand, kept referring to Doctor Wirt as a 
“ celebrated educator.” Be that as it may be, the Doctor 
had been moved by his zeal for the Republic to unmask the 
revolutionary purposes of President Roosevelt’s “ Brain 
Trust,” and “ if it requires that I be a sacrifice to get the 
people to' thinking about what is going on, l am willing to 
be one.” 

Last summer (he wrote in a formal memorandum) I asked some 
of them what their concrete plan was for bringing on the proposed 
overthrow of the established American social order. I was told 
that they believed that by thwarting our then evident recovery they 
would be able to prolong the country’s destitution until they had 
demonstrated to the American people that the government must 
operate industry and commerce. The most surprising statement 
made to me was the following : “ We believe that we have hlr. 
Roosevelt in the middle of a swift stream and that the current is so 
strong that he cannot turn bade or escape from it. We believe that 
we can keep Mr. Roosevelt there until we are ready to supplant him 
with a Stalin. We all think that Mr. Roosevelt is only the Kerensky 
of this revolution.” 

Doctor IWrt was summoned to Washington before an 
investigating committee of the House of Representatives. 
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ib dkoittd m TCliietittee to go. On die witness ritaW 
lie spc^ etfBOtfy end mdi evident aUtin about tbe 
diiecdon in uiiiidi the United States Seemed ;to be heading ; 
but his proof of a revolutionary plot was nothing more than 
his unsupported recollection of some dinner conversation 
in the heat of a Washington summer. The views which he 
attributed to his feUow guests were vague and innocuous, 
the individuals themselves were quite unknown, and the 
gist of their angry testimony was that Dr. Wirt had bored 
them to death at dinner with his flow of talk. At the end 
of a one-day hearing, the chairman of the committee told 
Doctor Wirt that he could “ turn in his expense account 
and go home.” The news-hawks, disappointed, hunted up 
his counsel, former Senator Reed of Missouri. Wouldn’t 
it be a good thing, they asked, for the Doctor to stay in 
Washington and watch developments f “ I know of no 
reason why he should not go back home,” said the Senator, 
“ unless he has some better place to go.” So the Superin- 
tendent of Schools returned to Gary, travail over, with 
the ridiculous mouse on the end of a leash. 

Now inasmuch as this is an anonymous article and since 
it is bound to be full of expressions of opinion on contro- 
versial issues, and since, in such a case, the background 
makes a great deal of difference, the writer should explain 
that he is not a Democrat, but a Republican. He does not 
know the President of the United States, and therefore has 
not succumbed to his personal charm. He is not interested 
in reform at the cost of recovery. He believes that the 
internal situation of the country, following the closing of 
all banks last March, forced the Administration to leave 
the gold standard. He regrets deeply that his government 
did not make provision for paying interest on its obligations 
in the equivalent of gold to bona fide non-resident holders. 
He believes that the three months’ gold purchasing experi- 
ment conducted by the President and Professor Warren 
was unsound, but that very little harm, on the whole, came 
of it. He believes that there was much waste and some 
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dishonesty in the lavish expenditure of government mcmejr 
daring the winter in an effort to put people to woi^--<m 
an}^hing — in order to avoid the straight dole. He believes 
that in ordering the cancellation of the existing air mail 
contracts without trial and hearing, the Adminbtration 
acted hastily and truculently — and that the Administration 
will pay the price for its action in the end. He also believes 
that taUc of fascism is nonsense, that talk of communism 
is absurd, that the record of the past year, on the whole, 
has been remarkable and that Roosevelt’s leadership has 
been firm and wise. But he also believes that we are now, 
at this very moment, in the crisis of recovery. The course 
of events during the next few weeks will determine the 
outcome. 

If this is so, it is not too much to say that the good health 
of the President is the most important thing in the United 
States today. Unity of command is essential : unity of 
command cannot be found anywhere else. And if it were 
to be found, nothing could be done about it now. Some- 
one went to Emerson one day with news from the brilliant 
young Margaret Fuller. “ She has decided to accept the 
universe,” he was told. Emerson thought for a moment. 
“ She better had,” he replied. 

II 

F or fourteen months from the fourth of March 1933 
to the end of April of this year the economic condition 
of the United States improved greatly. There was a slump 
in the late summer and early autumn after the sharp specu- 
lative rise of June and July, but progress was resumed in 
November and continued through the first quarter of this 
year. Thus far in 1934, 9,272,000 railway cars have been 
loaded against 7,736,000 in the comparable period of 1933 
and against 9,011,000 in 1932. It is estimated that 
4,000,000 unemployed have been absorbed back into work 
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daring the past twdtve months. Steel ingot prodactkm 
is at 58 per cent, of capacity, which means that the indostiy 
is operating at the rate of 70 per cent, of 1929, Commodity 
prices ha^ve increased from 55 per cent, to more than 73 per 
cent, of the arbitrary “normal.” Bankruptcies are un- 
usually low — ^the current week makes the most favorable 
showing of any like period since 1920. Automobile sales 
for the first quarter of this year ran to 85 per cent, of the 
level of 1923-1925, and the consumption of electric power 
is as great as it was in 1930. Foreign trade has shown a 
sizable expansion on both the import and the export side. 
Almost seven hundred closed banks have opened since 
January first. Long-term government securities are selling 
on a three per cent, yield basis and there is an abundance 
of banking credit available at low rates for sound private 
borrowers. 

In spite of these favorable indications there is extreme 
tension in the air. We have known all along that we would 
have an issue to face, and that the sooner it was faced the 
better ; but the moment of confrontation, so to speak, is 
just no fun at all. It cannot be denied that our twelve 
months’ progress has been due, in part, to inflation of the 
dollar. It has been said that the Government couldn’t 
stop inflation if it would because the repercussions would 
be too severe. Nevertheless, there are signs that the 
Administration intends to call a halt ; and if this is so, we 
are in for a trying period. There has been no advertisement 
of such a change of policy, but signs point that way. For 
many weeks past the Treasury has not lifted its offer for 
the purchase of gold above the price of thirty-five dollars 
an ounce ; and ten days ago, when it became momentarily 
profitable to export gold to the European continent, the 
Treasury announced that shipments would be permitted. 
Two hundred million dollars out of the two billion dollar 
fund appropriated by Q>ngress for stabilization of the 
exchanges has just been segregated into a special account 
as if there were an intention to use it. About the use of 
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this money we know as mach as yon know about the 
employment of yonr Exchange Equalization Fund, which 
seems to be precisely nothing. At all events, the financial 
markets suggest that a conservative monetary policy is in 
the making. Two weeks ago the Government borrowed 
ninety-day money at the rate of seven hundredths of one 
per cent, per annum, and Treasury certificates maturing on 
December 15 are priced so high today that they yield 
no return to maturity, large holders preferring to forgo 
current interest on their money in order to retain these 
bonds and exchange them eight months from now for 
securities which the Treasury must offer on that date. 

When the President returned from his holiday he found 
inflationary sentiment rampant in both Houses of Congress. 
On April 8 one hundred and forty-three members of the 
House of Representatives had signed a petition to force 
the Frazier-Lemke Bill out of Committee to the floor of 
the House. Nine more signatures would have done the 
trick. This Bill provides for the liquidation and refunding 
of all farm mortgages through the medium of long-term 
government bonds bearing a low interest rate. The bonds 
are to be offered at par and, under the proposed law, 
Federal Reserve Banks would be required to invest their 
surplus as well as their net profits in these securities. In 
case they should not find a ready market, the Federal 
Reserve Board would take them up and pay currency for 
them. The authors of this ruinous Bill claim that it would 
put two and a half billion dollars into circulation. Its 
opponents point out that this amount may be called 
“ additional circulation,” but it is government debt as well 
and the cost in fact would be nearer to seven billions. 
Anyhow, that Bill, thanks to the President’s emphatic 
intervention, still rests with the Committee. He likewise 
disapproved of the McLeod Bill for paying depositors the 
greater part of the money they lost in closed banks during 
the years 1930-1933. 

Finally, faced with three more Bills, all designed in one 
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way or another to nKmetize silver and raise its i^rico, he 
stated that the financial plans of the Administration did 
not include measures of thk character. Thus far, his 
influence has been strong enough to keep these Bills down, 
and at present there would not be votes enough to pass any 
one of them over his veto. But the silver bloc in Congress 
is exceedingly powerful, and before adjournment they 
may force the President to accept, not a mandatory duty, 
but a permissive power to purchase silver and join it to the 
monetary base. Even vdth this threat in the ofling, 
however, it is generally felt that the Administration will 
henceforth pursue a more orthodox course in monetary 
matters and permit the classic factors of cheap money and 
abundant credit to contribute what they can toward 
recovery. 

Obviously, such a radical change of direction cannot take 
place without dislocation : commodity prices have recently 
weakened as speculative holders have sold out their positions, 
the stock market has suffered a twelve days’ decline, and a 
marked slowing up in the tempo of business is reported 
in many quarters. Industry, in a period of inflation and at 
the instance of the Government, has increased both wages 
and prices ; such wages cannot be paid except on a high 
turnover, and such prices cannot be sustained unless there 
are buyers. The pause in buying is ominous, hence the 
tension in the air. 

There is no salvation except by putting an end to the 
inflationary process, even at the risk of a temporary decline 
in industrial activity. And, in its other aspect, inflation 
through budgetary deficits caused by the lavish spending 
of government money and the loose extension of govern- 
ment credit is quite as dangerous. Wheat and cotton and 
tobacco growers have been paid huge subsidies for reducing 
their crop acreage and these vnndfalls of cash have stimu- 
lated trade. Almost a billion dollars was spent during the 
winter months in direct and indirect relief. Government 
grants and bans for public works have helped the heavy 
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indwtriet to scnne extent, and these aids are continaing. 
Katnra&y, the pulse of busbess has been quickened hy 
these injections. When the President notified Congress 
earljr in January that he proposed to run a deficit of 
$7,300,000,000 for the fiscal year ending June 30, and 
that another $2,000,000,000 would have to be spent in the 
Succeeding twelve months before the national budget could 
be brought into true balance, business men, shivering in 
anticipation of ruin some day, decided to make hay while 
the sun shone. And now, early in May, with less than two 
months of the current fiscal year left to go, it is suddenly 
disclosed that the Government is falling far short of its 
estimated expenditures, and that at least two and a half 
billion dollars of the advertised amount will not be spent. 
Business officials, whipsawed between policies of monetary 
inflation and monetary stability, government prodigality 
and government retrenchment, don’t know where to turn 
or what to do next. 

Those who have responsibilities in business and finance 
are convinced that unless the Government stems the slow 
tide of inflation promptly, it cannot be stemmed at all. 
They are prepared for an anxious period of readjustment. 
They welcome all signs that point to the end of money 
tinkering, all evidences that the Administration is moving 
toward a balanced budget. They look forward to the 
gradual stabilization of the exchanges, and in general 
approve the Bill now before Congress permitting the Presi- 
dent to enter into special tariff arrangements. There is a 
growing resentment against experimental policies, and a 
hope that with the passage of the Stock Exchange Control 
Bill, now far advanced in Washington, both Houses of 
Congress will feel that their mandate to wreak vengeance 
on Wall Street for its excesses of 1929 has been fulfilled. 

Finally, they earnestly believe that before Congress 
adjourns it should amend the Securities Act of 1933. This 
measure, passed in the press of legislation last summer, and 
in the heat of agitation against the Kreugers and the 
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Instills, contains such drastic provisions leyi^ed ag^un^ 
all those who participate in the preparation, underwridng 
and sale of secnrities, such severe penalties to be imposed 
even on innocent error, that the capital market, in the 
midst of an abundance of credit, is stone dead. Reasonable 
modifications of the existing statute would free this accumu- 
lation of capital for investment and would counterbalance 
the deflationary effects of government retrenchment and 
of return to the principles of sound money. Without this 
bridge from the first phase of recovery to the second 
we may shortly find ourselves back again in the pit. 


Ill 

P RESIDENT ROOSEVELT’S Moley, Tugwcll, Berle, 
Landis, and the rest of them — ^his Brain Trust— do not 
constitute the first collection of its kind ; Colonel House 
surrounded himself with an “ Inquiry ” in preparation for 
the Peace Conference. In those days in Paris, as today in 
Washington, they worked under pressure of time and 
circumstance, holding such power over men and events as 
they never had before and will never have again. In 1919, 
as in 1934, able high-minded men with limited experience 
in practical affairs tried to couple measures for reform 
with measures for recovery. In Paris they failed. No 
permanent recovery was brought about, no change in 
human nature took place ; and the reforms which they 
championed have gone dud with the collapse of the inter- 
national regime. 

The President, his Congress and his advisors have 
abolished child labor, put a curb on financial malpractice, 
and improved the condition of labor in general, all in the 
space of one short year. They have been able to work 
these reforms within the framework of recovery, thanks to 
inflation, fresh confidence and leadership at the top. The 
result is encouraging, it is good so far, but the heady wine 
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bas done its work, and its virtue is exhausted. If we move 
to the right, as now seems likely, the convalescence will be 
slow, but at least we shall know where we are. And 
zealous reformers, from this point on, would do well to 
respect the ancient landmarb; for if they travel wide 
of them, they will travel far, and in the disintegration of 
society which is bound to foUow they will bse the gains 
which they have lately won. 

United States of America. 

May 3, 1934. 



FASCISM IN AUSTRIA 


“ A USTRIA is ruled,” said old Friedrich Adler, the 
jLlLfounder of Viennese social democracy, “by Ab- 
solutism modihed by Schlamferei ” (that lovely and 
untranslatable word meaning, roughly, artful slovenliness). 
This is strikingly true of the country to-day. A fascist regime 
is in power. Since the week of February 12, when the party 
that numbered 40 per cent, of the electorate was bloodily 
suppressed, and even more certainly since the latter part of 
April, when the fundamentals of the new constitution were 
revealed, Austria has been in the hands of a reactionary 
clerical government which turns the clock back, not a couple 
of decades, but a couple of centuries. The country has 
reverted to the absolutism of its fathers. 

It is difficult, nevertheless, to take the Dollfuss dictator- 
ship altogether seriously. This is because of Austrian 
gentleness, Austrian genius for compromise, Austrian love 
of cloudy legal abstractions and Austrian Schlamferei. The 
country has an inordinate capacity to do things by halves. 
The Austrian terror is a semi-terror. No one believes that 
the corporative state represents any peculiarly or vitally 
Austrian necessity. The constitution is an elaborate 
structure which boils down to the fact that Dollfuss appoints 
the government and the government appoints Dollfuss. 
Hardly anything is discernible of the immense spiritual 
drive and force that even anti-Nazis must recognise in the 
Nazi revolution. There is precious little reformative 
precious little spiritual effort to purify and cleanse the 
nation. The revolution was clerical, one might say, but 
not religious. It was a job-hunter’s ramp, a substitution of 
Outs for Ins. It is hard to accept at face value a dictator- 
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■hip wherein several Cabinet Ministers maintain their own 
miserable private armies, wherein the real capital (Rome) is 
some hundreds of miles outside the country, and wherdn 
the supreme ruler, as announced by the constitution, is 
the Almighty. 

Yet, 80 far as the administration of government goes, a 
dictatorship it is, and one of the most reactionary in the 
world. Hitler “ made ” his elections, but at least elections 
did occur ; Mussolini directs a political party which gives 
some substance of vitality to the State ; even Stalin is part 
of an organism to which he admits responsibility. But in 
Austria there is nothing but Dollfuss and the Almighty. 
There can be few governments in Europe that rest on so 
little popular support. Forty per cent, of the people are 
socialist or communist ; forty per cent, (at least) are 
Nazi ; Dollfuss shares the remaining twenty per cent, (or 
less) with his semi-allies, the disorderly and discontented 
Heimwehr, and obstructionist minorities like the Pan- 
Germans and Agrarians. The Heimwehr would vote for 
itself ; but no one else would vote for it. Votes, however, 
don’t count, bayonets do ; and Dollfuss, Starhemberg and 
company have them. 

The dictatorship has certain distinct aims ; first, to 
preserve itself both from attack by Germany and from 
internal disintegration ; second, to try to win over the 
crushed and bitter socialists j third, to introduce the coi> 
porative state and make it work. These items must bf 
discussed in detail bter. But first ther^ is a word to be 
said about the manner in which the dictatorship reached 
power. 


I. The February “ Revolution ” 

T he Government has peppered Great Britain and 
America with propaganda to the efiEect that the events 
in February were a socialist “revolution.” Just as the 
Nazis in Germany tried to foist upon the world the I^nd 
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tlut tiwf saved xke Reich from Maizism, so have the 
DoUfow apobgttts ei^lamed that the7 used field artilkiy 
to kin wuoieii and children in residential buddings in order 
to crush a ** Bolshevik insurrection.” This is no better 
than an impudent lie. Realists have much to admire in 
Dr. DoUfuss — ^his extraordinary nimbleness, his adhesive 
skill in negotiation, his courage, his piety, and his great 
fight to save Austria from the Nazis. But the hypocrisy of 
his closest associates is beyond belief. If the Austrian 
Government should rise and say, “ Yes, we goaded the 
socialists to desperation and then crushed them, because 
this was part of our policy and a necessity to our ideas for 
the salvation of Austria,” one might well respect the 
courage and candour of the pronouncement, ^^en the 
Austrian Government blinks jesuitically and says that the 
socialists plotted their own suicide in the guise of a com- 
munist rebellion, one can only sigh for the cause of truth. 

To say this is not to admit a sympathy with Marxism, 
nor yet any great respect for Bauer or Deutsch, the socialist 
leaders — although the heroism of the socialist rank and file 
deserves deep admiration. The socialists in Austria have 
admittedly made dreadful mistakes ; the anomaly of a 
socialist state in a clerical country made an outbreak some 
day inevitable ; the February general strike was beyond 
doubt a miserable mess. Nevertheless, it remains true 
that the events of February 12 were a cold-blooded fascist 
(Heimwehr) coup d’etat. The socialists can no more be 
blamed for resistance to the stream of government provoca- 
tion than can the Belgian army be blamed for resistance to 
the German armies in 1914. 

The Government charges Bauer and Deutsch with 
being bolsheviks. The fact is that their brand of social 
democracy saved Austria from bolshevism in 1919 when 
both Bavaria and Hungary succumbed to communist 
regimes. The Government alleges that members of the 
socialist Schutzbund possessed illegal arms. They did 
indeed — arms which the Government itself gave them. 
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It hM been convoientlf forgotten that the Sdiiitzbi^ 
was armed as a defensive measure against Jugoslavia during 
the Klagenfurt crisis in i^zOf and that for many years the 
Schutzbund and federal army held the arms in common. 
The socialist Schutzbund was an illegal armed force ; but 
so vras the Heimwehr. Hjc socialist tenements, the 
Government says, were “fortresses.” Of course. Any 
modem building is a fortress as soon as artillery starts to 
fire on it, if defenders with guns are within. 

The Heimwehr has been devoted to a policy of armed 
extirpation of the socialists since about 1927. Time and 
time again freebooters like Prince Starhemberg and Major 
Fey publicly threatened armed action against the defenders 
of the Austrian republic. 

A Heimwehr Putsch was averted in 1929 by the narrowest 
of margins, and in 1931 a Heimwehr rising in Styria was 
put down by armed force. Prince Starhemberg being arrested 
and jailed. But meantime that extraordinary clerical. 
Monsignor Seipel, whose dead brain, in the words of 
Mr, G. E. R. Gedye, still rules Austria, took the Heimwehr 
into the Government. Since Dollfuss became Chancellor 
the rise of the Heimwehr has been rapid. The socialists 
wrote their own doom by temporizing. They failed to 
declare a general strike, out of desire to avoid bloodshed, 
when they were strong; manoeuvred into a hopeless 
position when weak, time and again they offered Dollfuss 
co-operation, and were every time rebuffed. The socialists' 
wanted peace, but the Heimwehr wanted tyar. The climax 
approached last winter. Let verbatim extracts from the 
chronology of the Bulletin of International News* tell the 
final details of the story ; 

January 3 1 . The Heimwehr leaders presented the Governor of the 
'lyxol with six demands which, if carried out, amounted to the 
esublishment of semi-military rule in the Province under the 
Governor, Dr. Stumpf. This move followed the mobilization of 

• Published bjr the Royal Institute of International Affairs. 
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8,000 Hdanrdr oa Jtmuuy 30 to tvert die (Usorden threatened bf 
the Nazis. 

Febroaiy 4. At a 'Hdmwehr meeting at Innsbrudc, Piinoe 
Staihemberg and Dr. Steidle suted that the Heimwehr onljr wished 
to cany out the Chancdlor’s prognmme, bat he would haTe to lid 

himself of Marxist influences They demanded the establishment 

of senu-military authoritarian rule in the Tyrol. 

February 6. The leaders of the Upper Austrian Heimwehr, sup- 
ported by the Patriotic Front, were understood to be making the 
same demands as those in the IVtoh snd detachments of them 
occupied some of the public buildings at Linz, the provincial capital. 

February 7. The Heimwehr leaders in Styria and the Burgenland 
submitted to the provincial Governors at Graz and Eisensudt 
demands for a more authoritative government and a semi-military 
administration. Herr Dollfuss in Budapest. 

February 8. The police raided the offices of the Arhtiter TLeitung. 
.... This was a sequel to the seizure a few days previously of 
arms and explosives in buildings to which the socialists had access 
at Schweehat. 

February 9. The Heimwehr leaders in Salzburg presented 
authoritarian demands to the provincial Gk)vemor. The Governor 
of Lower Austria was understood to have refused to see the local 
Heimwehr leaders, on the ground that their demands were uncon- 
stitutional. Following on reports that the Heimwehr were demand- 
ing of the Government the banning of the Socialist party and the 
occupation of the Vienna City Hall, the Socialist headquarters inti- 
mated that any such action would be the signal for a general strike. 
Herr Dollfuss returned from Budapest and received Ae Heimwehr 
leaders. 

February 10. The Vice-Chancellor deprived the Mayor of Vienna 
(a Social Democrat) and other city officials of the authority to super- 
vise matters of public safety. . . . Writing in the Reicbspojt, the 
Chancellor said that parliamentarism such as had been established 
by the party system was finished, and that an authoritative guild 
system would take its place. 

February ii. Speaking at a Heimwehr parade, attended by 
the Minister of War, Major F^ (the Vice-Chancellor) said, “ In 
the last two days I have made certain that Herr Dollfuss is with us. 
To-morrow we arc going to clean up Austria.” 

Major Fey was as good as his word. On February 12 
the fighting began. 
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II. Dollfuu and the Nazis 

M ost people thought in Fcbruaiy that the net result 
of the rising would be to let the Nazis in. This 
seemed a reasonable supposition. The two parties pledged 
to keep the Nazis out, the Social Democrats and the Doll- 
fussers, had slaughtered each other. Many socialists, it 
was supposed, would turn Nazi, because in their first 
bitterness they hated Starhemberg and Fey, who had 
attacked them with machine guns, worse than they hated 
Hitler, who had used only fire-crackers, and from whom 
they thought they might get something ; the Nazis were 
the only powerful opposition group left. Dollfuss was 
known to have been in negotiation with Germany. The 
Heimwehr was unpleasantly corrupted by Nazi intrigue. 
For these and other reasons, it was feared everywhere — 
so deeply that Great Britain, France and Italy jointly 
issued their statement of February 17 underlining the 
international desirability of Austrian independence — that a 
Nazi Putsch in Austria was imminent. 

Not only has no Putsch occurred ; Herr Habicht, Hitler’s 
inspector for Austria, has been muzzled, and the Nazis 
have been quiet as mice ever since. Why is this ? There 
appear to be several reasons. First, beyond doubt the 
show of force put on by the Austro-fascists impressed and 
frightened Hitler. There is no point in attacking your 
enemy when he is particularly strong ; the Nazis, who have 
always sought to reach power by “ legal ” means, had no 
taste for going into the streets while Fey’s artillery was still 
warm. The second reason is that the Germans have every 
reason for playing a waiting game. Dollfuss has, in effect, 
rendered them a great service by destroying their chief 
enemy, the working class movement, which they themselves 
would have had to destroy on taking power. The Nazis 
are watching a house being built on which they have a 
mortgage ; when the house is finished, they can move in. 
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AlwTe aH, tha« is tli« inflaence of Mussofini. Tke Italiaa 
Government snd the Vatican stand squarety bdiind 
DoUfuss and the Heimwehr, a fact which is aU odds 
the greatest factor in their favour. Just More the 
February shooting Mussolini gave Hitler what was inter- 
preted as final warning to get out of Austria and stay out ; 
just after the shooting, Mussolini, DoUfuss, and Gdmbds 
(the Hungarian Premier) signed their triple alliance, and 
made Hitler swaUow it. So long as the present inter- 
national situation remains what it is, the DoUfuss regime 
seems to be fairly safe from Nazi attack. 

DoUfuss has other reasons for being grateful to his 
enemy. Hitler. For one thing, the German terror last year 
was incomparably more savage than the present Austrian 
semi-terror. As a result DoUfuss has not been excom- 
municated by world opinion to the extent that Hitler was. 
The Austrian reaction is bad enough : its decadent paro- 
chialism in some respects is more depressing than the 
youthful fervours and excesses of the Hitler regime ; but 
because the Hitler revolution was so much more overtly 
brutal — and because the Nazis aroused world opinion by 
their attack on Jewry, which the Austrian fascists have 
warily let more or less alone — ^the Austrian Government 
gets off comparatively lightly. Again, DoUfuss is stiU the 
man who keeps Hitler out of Austria ; he is the better of 
two bad alternatives. There are men who would be glad 
to roast DoUfuss on a spit and throw his carcass to the dogs ; 
but they have to admit, when pressed, that he is better for 
them than Hitler. 


III. The New Constitution 

T he DoUfuss Government, then, relieved for the 
moment from the pressure of German attack, faced 
spring and summer with tolerably high hopes, and with 
much serious work to do. First of aU there was the 
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problem of internal consolidation. DoUfnss was in an 
extraordinary position am<mg dictators in that he had no 
private army of his own, and the institution of the private 
army is an essential adjunct to modern dictatorship. The 
Heimwehr is not Dollfuss’s army. It is the army of 
someone else — ^Prince Starhemberg. 

A confusing and subtle period of inner rivalries and 
struggles for power began, concurrently between DoUfuss 
and Starhemberg for control of the country and between 
Starhemberg and Fey for control of the Heimwehr, and 
then between Fey on the one side and DoUfuss and Star- 
hemberg as allies, it seemed, on the other. This struggle 
was adjusted, as almost everything is in Austria, by a 
compreunise. DoUfuss took Starhemberg into the Govern- 
ment as Vice-ChanceUor, thus stripping him of his vaunted 
poUtical independence ; Fey was retained as Minister of 
FubUc Security, but with diminished prestige. DoUfuss 
may — or may not — be a tool, as his enemies aUege, in the 
hands of these miUtary chieftains ; outwardly he appears 
to have won a signal victory over them. 

But he took no chances, and immediately after the 
February bloodshed he began a double campaign, first to 
reduce the independent position and strength of the 
Heimwehr, second to make use of a rival miUtary force, 
the Ostmarkische Sturmscharen, the private army of the 
powerful Minister of Justice, Dr. Schuschnigg, as an offset 
to the Heimwehr. The Heimwehr went down in prestige- 
and importance ; the Sturmscharen went up. Heimwehr 
men are seen less and less in Vienna. They have been 
almost 8o per cent, demobihzed. The reason is not only 
Dollfuss’s nimbleness, but the generaUy accepted beUef 
that Italy, who had helped to finance the Heimwehr in its 
early days, began to withdraw this essential monetary 
support. Whatever the reason, the Heimwehr, having 
done its job (part of which was to bear the brunt of the 
provocation to the sociaUsts), is being got rid of ; and as a 
result the rahk and file of Heimwehr men are thoroughly 
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aore. PoOfeis hM had to am ev^ Ut erf his cete- 
In^ated agility tp avm an explosion. He had to tread with 
special care tor fear that the Heimwehr^ if discontented 
enough) might go Nazi. The present situation is another 
compromise. The Heimwehr and Sturmscharen are appar- 
ently to be united as the military branch of the DoUfuss 
patriotic movement, the Fatherland Front, with DoUfuss 
in supreme command and Starhemberg as his first 
Ueutenant. 

The Government, meanwhUe, did its “ best ” to conciliate 
the socialists. Social Democracy itself is dead as Cheops 
in Austria ; socialists are confronted with the necessity of 
joining either the fast-growing communist party or the 
Nazis ; DoUfuss hopes to seduce them with a third alter- 
native, his Fatherland Front. The best bribe the Govern- 
ment could offer would be a general amnesty, especiaUy as 
socialist fighters were promised amnesty if they surrendered 
by noon on February 15 ; many thousands did, of whom 
many hundreds are stiU in jaU — ^an almost inexpUcable act 
of bad faith. The only plausible explanation is that the 
Heimwehr has used its remaining influence to prevent 
clemency. There are stiU about 2,000 sociaUsts in prison 
or concentration camps. Most of those given regular 
trials got fairly light sentences, but the important folic, 
like Dr. Renner, the first President of the republic, and 
Dr. Seitz, mayor of Vienna for 15 years, are being held 
without trial. The Government fears both to try these men 
and to let them go ; obviously the high treason charges 
against them are absurd ; but from the government point 
of view their release without punishment is out of the 
question. Meantime, DoUfuss makes promises. He has 
aboUshed the workers’ trade unions and confiscated their 
funds ; yet he hypocriticaUy announces that the new 
Government is devoted utterly to the workers’ interests. 
Extreme pressure is being put on workers to join the 
Fatherland Front. The reUef fund organized for the many 
thousands, of destitute socialist families was administered 
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with political strings attached ; it seemed almost as if the 
Government was seeking to starve the workers into sub- 
mission. The best tlung that can be said for the ‘‘con- 
ciliation ” policy is the negative fact that no socialist 
faitiiligg have been evicted from their tenements — doubtless 
because such eviction would at once tear up the policy by 
the roots. 

The new constitution is a complicated instrument, the 
full text of which is not yet available at the moment of 
writing. Its aim is to install a government based on the 
authoritarian principle and on vocational representation ; 
the Stdnde, or guilds, are to be organized as the funda- 
mental source of authority in the State, The guilds will 
be represented in the Fatherland Front also ; it is the 
Chancellor’s hope that this organization will become a sort 
of national super-political party like the Fascists in Italy 
or the National Socialists in Germany, with a resultant 
parallelism between party positions and state offices. 
Dollfuss, for instance, is both Chancellor and head of the 
Fatherland Front ; Starhemberg is Vice-Chancellor and 
deputy head of the Fatherland Front, 

Four councils, according to the constitution, together 
form a federal Advisory Chamber : the state council of 
40 or 50 members appointed by the President, more or 
less as elder statesmen ; the cultural council, consisting of 
30 or 40 representatives of the Church, the universities, 
and the free professions ; the economic council, containing 
70 to 80 men chosen from the various guilds or corpora- 
tions ; and the provincial council, containing 18 delegates 
from the federal provinces, Styria, Salzburg, Carinthia, 
etc. This Advisory Chamber is to meet in secret. It 
neither introduces nor passes lavre ; its only function is to 
discuss legislation, and the Government is not obliged to 
accept its recommendations. Laws then go to the Legis- 
lative Chamber, composed of 59 members drawn from the 
Advisory Chamber ; this Legislative Chamber may not 
discuss laws, but must accept or reject them, without 
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ddute, in t$t». If the L^islative Qutmber rejects a ]aw» 
the GoTemment may carry the issue to the country in a 
plebiscite ; but it is not obliged to do so. The only vestige 
of free suffrage remaining is the provision that one>ha]f 
of the 70 to 8o members of the economic council of the 
Advisory Chamber, which contributes 20 of the 59 men 
who comprise the Legislative Chamber, are to be elected — 
not by the people at large, but by the guilds. All other 
deputies are appointed by the Government. How the guilds 
are to be formed is not yet known. 

Supreme power in the country is vested in the person 
of the President. He appoints and dismisses the Chancellor, 
and the Chancellor is responsible only to him. The Pre- 
sident is elected by all the mayors of all the to^vns and 
communes in Austria from three nominees chosen by the 
four advisory councils meeting together as a Federal 
Assembly. The Heimwehr bitterly opposed this scheme, 
because they know full well that nine-tenths of the local 
mayors are DoUfuss henchmen. Governors of provinces 
are chosen by the President from three candidates nominated 
by each provincial diet, and the President has powers 
subsequently to dismiss them. Mayors are to be elected 
by the town councils, but must be approved by the pro- 
vincial Governor, who also has power to remove them. 
The whole system is absolutism of the most complicated — 
but nevertheless absolute — ^kind. 

This is the executive and legislative ribbing of the new 
constitution ; the incidental embellishments, so far as they 
are known at the moment of writing, are even more interest- 
ing. All political parties are to be abolished so that they 
may be absorbed by the Fatherland Front. God is men- 
tioned as the spiritual overseer of the State. Vienna is 
deprived of its special position as a federal province, 
although it contains one-third of the population of the 
country. Vienna is 60 per cent, socialist ; therefore its 
privileges are curtailed > Finally, the famous Hapsburg 
exclusion laws are to be modified — ^not indeed rescinded, 
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but sbora of their former cmistimtional validity, so that 
thgr may be repealed in futnre by simple government 
decree; and the word “republic” is omitted from the 
official designation of the country. 


IV. A Hamburg Restoration ? 

T he Hapsburg question is near the surface of 
actuality. Ex-Empress Zita, the widow of the last 
Hapsburg Emperor of Austro-Hungary, and her 2i-year-old 
son Prince Otto, exiles in Stenockerzeel, have a better 
chance of regaining the Austrian throne than at any time 
in years past. They are dropping their Hungarian claims 
for the moment, and are concentrating on Austria, because 
in Austria the circumstances are so propitious. If the 
exclusion laws are repealed, the return of the Hapsburgs 
to Austria this summer — ^as private citizens — may be 
anticipated. 

The whole temper and trend of the present Austrian 
Government is monarchist. The regime not only revives 
the mediaeval StaruU\ it stands for all the things the 
Hapsburgs stood for : centralization of authority, senti- 
mental mysticism and superstition, “ benevolent ” des- 
potism, rigid suppression of free press and free speech, 
above all for the Church. Moreover, hints are constantly 
uttered that the present constitutional fabric, however' 
elaborate, is transitory ; much leeway is given to the 
President as head of the State ; it is not difficult to bridge 
the gap to an “ elected ” king. Chancellor DoUfuss, it is 
true, although a monarchist at heart, is not an active 
legitimist. But almost all the important members of his 
entourage are legitimists of the most emphatic kind: 
Prince Starhemberg, Prince Schonburg-Hartenstein (the 
Minister of War), Dr. Schuschnigg (Minister of Justice and 
Education), and the new mayor of Vi enna and M inis ter 
of Social Welfare, Dr. Schmitz. Monarchist mass meetings 
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have been frequent^ attended by members of the Govern* 
ment, and young Prince Otto, be it noted, has publicly 
avowed his sympathy with the “just, maqly, and truly 
Austrian ” Doflfuss rigime. 

‘ The legal obstacles to restoration in Austria, in contrast 
to those in Hungary, are very slight. There is no mention 
of the Hapsburgs — oddly enough — in the Treaty of St. 
Germain. The Treaty of Rapallo in 1920 between Italy 
and Jugoslavia pledged the signatories to oppose a restora- 
tion, and so did the Treaty of Lana between Austria and 
Czecho-Slovakia in 1921 ; but both these instruments 
have long since lapsed. Austria is apparently not bound 
by the famous declaration of the Gsnference of Ambas- 
sadors of November 10, 1921, forbidding a Hapsburg 
restoration in Hungary. The countries of the Little Entente 
are committed to preventing a restoration in Hungary, 
but Austria — so at least the legitimists assume — is quite a 
different matter. The legitimist leaders say that if the 
exclusion law is repealed, Otto and Zita can catch the next 
Vienna train. 

Nevertheless a return of the royal family, even as private 
citizens, would provoke an international storm, as Chancellor 
DoUfuss well knows, and even if Czecho-Slovakia and Jugo- 
slavia could not legally consider this a casus belli, it would 
promote an awkward and dangerous period of tension. 
This — and financial considerations — are the chief bars to 
restoration at present. One thing might induce DoUfuss 
to change his mind and align hiipself frankly with the overt 
legitimists : a recrudescence of the Nazi attack on Austria 
on a serious scale. Potentially Otto is the Government’s 
supreme measure of defence agains^ Hitler ; a restoration, 
in the last analysis, would be the only final alternative to 
Anschluss. Perhaps it is with this in mind that the Grovern- 
ment so obviously opens the path to restoration, but delays 
restoration itself except as a last resort. 
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V. AuITMA AMD THE PoWEM 

E verything that happens in Austria is an inter- 
uat inpal question. This is the hard lot of the country. 
Austria cannot be considered as an independent organism. 
Its problems impinge not only on its immediate neighbours, 
but on France, Italy, Germany, and even Great Britain. 

Austria is a cockpit, and in her pie all the continental 
Powers have prehensile fingers. Three great countries at 
least are in effect combatants in the Austrian arena. Ger- 
many, of course, backs the Nazis ; Italy is the chief force 
behind Dollfuss and the Heimwehr ; while the Little 
Entente (especially Czecho-Slovakia), supported by France, 
was until February the advocate of a democratic Austria, 
and still favours the idea of a Danube federation as the best 
solution of the Austrian problem. Austria herself would 
like to be let alone. But she stands athwart the Danube at 
the heart of Europe ; the Powers cannot ignore her. She 
herself commits the sin of wanting nothing ; there is no 
serious Austrian irridentism. Her rapacious neighbours 
find this a grievous burden on their consciences. 

The Germans want, of course, Anschluss, even though 
they try to conceal their inner aim nowadays by using the 
more modest term Gleichschaltung. The bulk of the 
people of Austria wanted Anschluss too — until Hitler came 
to power and disillusioned them with the terror. Anschluss ■ 
is so important to Germany for a variety of reasons. Hitler 
himself is an Austrian ; he views the Austrian “ defection ” 
as a bitter personal repudiation. The acquisition of 
Austria would be the first great breach in the whole peace 
treaty structure and would open a path for German ex- 
pansionism in Mittel-Europa and the east. Nazism is 
based on the tenet of renascent pan-Germanism or nothing, 
a tenet seriously compromised so long as 6,500,000 Germln 
Austrians on the German border snigger at the swastika 
instead of worshipping it. 
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Gleichadialtiuig between Germany and Austria would 
mean practically tbc encirclement of Czecho^loralda, which, 
moreover contains a minority of 3,500,000 Germans. It 
would be Hitler’s first great victory in active foreign policy, 
and it would dangerously infiame domestic German 
nationalism and militarism. It would upset the delicate 
equilibrium of the Danubian — ^indeed the European — 
status gw, and would drastically alter the political 
situation in Hungary and even in Rumania and Jugoslavia. 
Most important of all, it would bring strong Germany, 
instead of weak Austria, as a neighbour of Itoly on the 
Brenner pass and the hinterland of Trieste. 

This contingency Italy could not possibly endure. 
Italy, one might say, is the friend both of Germany and of 
Austria and thus may be a bridge, a mediator, between 
them. Italy may be bought off. But the plain fact remains 
that Italy, having gone to war to help destroy an empire 
of 52 million people on her flanks, is not going to allow the 
creation now of an infinitely more powerful Teutonic 
neighbour of 75 millions. Moreover, there are some 
280,000 Germans in the south Tyrol who are Italian sub- 
jects, and the further Hitler is away from them, the better 
Mussolini is pleased. 

This explains the Italian support of the Dollfuss regime. 
The Italians were not necessarily in love with Dollfuss. 
They did not particularly enjoy spending the money that 
the Heimwehr cost them. But Dollfuss and the Heimwehr 
were crucially necessary as their best defence in Austria 
against the Nazis. Dollfuss has been in such a strong 
position vis-a-vis Mussolini because he could always 
threaten, if he chose, to drop the fight and let Austria go 
Nazi, or indeed turn Austria over to the Nazis, if Mussolini 
did not continue his co-operation and support. 

The Italians, being the great Power most endangered 
by Anschluss or Gleichschaltung, pulled Czecho-Slovak 
and French chestnuts out of the fire by their Austrian 
policy. Italy, France and Czecho-Slovakia found them- 
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B^ves, alfiiost for the first time since the war, unanimotislf 
devoted to the same alignment on an important inter- 
national issue. The net result of the Austrian situation 
has been to throw Italy — ^more or less — into the arms of 
France. This may change if the Hapsburg question be- 
comes acute ; for France and Italy might come to accept 
Otto as a final alternative to Hitler ; it is doubtful if 
Crecho-Slovakia could. France could support legitimist 
aims only at the risk of losing the Little Entente. 

There have always been three conventional solutions to 
the Austrian “problem”: union with Germany, rapproche- 
ment with Hungary under the Italian wing, and a general 
Danubian confederation. The first and third are out of the 
picture at present. For a long time Dollfuss liked to 
think and hope that Austria could forswear all three 
solutions, and live alone, a sort of embryo Switzerland, self- 
sufficient, self-supporting, incorruptibly neutral and in- 
dependent. Events were too strong for him. He was 
fighting not only the Nazis but also the economic strictures 
of the peace treaties. Austria began to starve, at the same 
time as she was subjected to ruthless German attack. So, 
perhaps not altogether reluctantly, Dollfuss turned to the 
second solution, and has committed himself to the creation 
of his corporative state under the encouragement of Hun- 
gary, the sponsorship of the Vatican, and the protection of 
Mussolini — and with a Hapsburg restoration perhaps not 
far beyond the horizon. 
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CHINA AND THE WORLD 
DEPRESSION 


C HINA has had a curious economic record in the 
four and a half years of the present world depression. 
During the first two years, 1930 and 1931, she was prac- 
tically exempt from the consequences of increasing world 
impoverishment. She continued, of course, to suffer from 
the deep-rooted troubles that had long afflicted her, but in 
this first period of general distress her own economic position 
showed, not further deterioration, but some actual im- 
provement. By her own modest standards she enjoyed a 
time of comparative prosperity. From about the beginning 
of 1932, however, this happy immunity ended. Since then, 
economic deterioration that is clearly associated with 
external conditions has been apparent. And now that 
there are signs of recovery in other countries, the economic 
movement in Chini, in spite of certain hopeful elements, 
is still on the whole a downward one. 

An enquiry into the character and causes of this curious 
phenomenon may perhaps be of interest for several reasons. 
Even if no external reactions were involved, the fate of 
some four hundred millions is no small part of the general 
happiness or misery of the world. Moreover, if it were 
possible for these millions to increase their standard of 
living through a fruitful exchange with the products of 
other countries, the whole economy of the world would 
obviously benefit. Most of those who have searched, in a 
general retrospect of the growth of modern capitalism, 
for more than recent causes of our recent disasters have 
been struck with one outstanding fact. The great progress 
of the last century was associated with the rapid expansion 
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of undeveloped countries. TTie natural growth of the 
capitalist system as we have known it seems to need the 
stimulus and opportunity of such external outlets. \Wth- 
out them, perhaps not inevitably but certainly very 
usually, the whole system becomes clogged and congested. 
The opportunities for such expansion have now become 
more restricted. Nothing would seem so likely to jog 
the general economic machine out of its present rut as 
the stimulus of a great new market. And frima facie 
China, which comprises one-fifth of the world’s population, 
but which only accounts for about one-fiftieth of its external 
trade, and whose people are at present, with the exception 
of a very small fraction, on the barest level of subsistence, 
seems to present a greater opportunity of this kind than 
any other region of the world. We shall consider later 
some of the very serious limiting factors and conditions 
that need to be considered before we hastily proceed to 
estimates of the progress that is practicable. But, when 
every qualification is made, it remains true that China might, 
under certain conditions, not only greatly improve her ovm 
lot, but in doing so substantially benefit the rest of the 
world also. 


I. The Chinese Bacx ground 

W E shall be mainly concerned in what follows to 
trace the course and consequences of certain 
economic and financial events of the last few years. It is 
the more necessary, in doing so, to have a clear conception 
of the main framework, both of political conditions and of 
the permanent economic structure of the country, within 
which these events have taken place. 

For many purposes, though not for aU, China, even more 
than the United States, must be thought of more as a 
continent than as a country. Her population is about 
equal to that of Europe. Her distances, great in them- 
selves^, ^are for aU pohtical and economic purposes made 



miich greater b7 the paucitf of communicadoas. Chinew 
lofaldes are distributed ver7 differeiitl7 from those to 
which we are accustomed in the West. The7 are inainl7 
absorbed within the famil7, past, present and prospective ; 
what is left over rarel7 extends, for the bulk of the popula- 
tion, beTMid the province ; little remains, except at times 
of special provocation, or among more than a group of the 
excepdonall7 educated, for the nation as a whole. A man 
thinks of himself as of Canton or Shantung rather than of 
China. He is usuall7, in his thoughts and loTalties, about 
as much Chinese ” as a Frenchman or a German is a 
“ European.” Both the phTsical facts and the traditional 
habits of thought of the Chinese thus preclude the possir 
bilit7 of China’s being a national centralized state on the 
model of European countries. The bulk of the life, and 
the main centre of gravit7 in government, must, of course, 
be local and at most provincial. This does not preclude 
“ unit7 ” in a real, though restricted, sense. It is import- 
ant, however, to remember these fundamental data either 
in measuring the present achievement or in estimating the 
practicable progress of the national government. 

Economically, it is equally important to remember, as a 
fundamental fact, that China, while capable of progress on 
her own lines, is not a developing region like Canada or 
Austraha or South America, where the population is still 
small in relation to natural resources, China is essentially 
an over-populated country. There is a congestion of 
population in her cultivated areas which is perhaps un- 
equalled in any other agricultural country. Some regions 
not now developed can be brought into cultivation, but 
only slowly and with great difficulty as regards both the 
capital requirements and the political conditions. Con- 
gestion in all fertile areas, a small average farm holding, 
and consequently a limited margin over the food needs of 
the producer’s own family, are likely to remain permanent 
and inescapable factors in China’s economy. 
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II. The PoLincAt Situation 

N evertheless, to one who ro-visits ewna now 

after three years’ absence, certain notable changes are 
visible, side by side with these more permanent featureSi 
In external politics the new element is, of course, the 
one introduced by the conflict with Japan. At the present 
moment the movement seems to be towards a modus vivendi^ 
carrying with it not formal recognition of Manchukuo or 
a permanent renunciation of Chinese rights, but a cessa- 
tion or suspension of active opposition. Chinese in 
Manchuria, who benefit from conditions that are now 
becoming more stable, and especially from a more reliable 
currency, are unlikely to maintain active opposition. Else- 
where the more responsible circles are aware that without 
external support — which has not been given and is not to be 
expected— China is militarily too weak for effective resist- 
ance. 

The relations between Japan and Russia have introduced 
a new element. The chances of an immediate conflict 
seem less than they were a few months ago. The ultimate 
issue depends mainly upon a few persons in Tokyo, who 
keep their counsel ; but the tension is somewhat relaxed. 
The indications given by troop movements and similar 
activities seem to be against the likelihood of conflict, 'at 
least during this summer, though for the late autumn or 
winter the prospect seems more doubtful. There are, 
however, few or none of the risks of the kind of war that 
happens through exasperation and because passions get 
out of control. If war comes, it will be one of cool calcula- 
tion — and cool calculation during the next few months 
may well decide against war. If war should come, the 
reaction upon China is uncertain. There are doubtless 
those who would urge that China’s opportunity had come ; 
if Japan was convinced that they would prevail, the 
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toraptatum to gecure herse^ by sebu^ the maritime ports 
would be great. Again, however, it is perhaps more Uludy 
that the more cautious policy would prevail In China and 
that in that case Japan would prefer to concentrate her 
«ft[>rt8 on the struggle with Russia, without the further 
.complications likely to result from more aggressicm in 
China. , All this is, of course, highly speculative. For the 
time, it seems probable that China will enjoy a somewhat 
uneasy, but still effective, peace and will reach an informal 
but practical modus vivendi with Japan. This situation is 
not substantially changed by the declarations about Japan- 
ese policy in April, which probably came as more of a 
surprise to the Western Powers than to China. 

Meantime, it is curious how the questions between China 
and the Western Powers — extraterritoriality, the status 
of Shanghai, and so on — ^have for the moment disappeared 
from the forefront of the scene. Perhaps it is for the time 
only. There is a good deal of anti-western feeling among 
the student classes and the intellectuals, easily capable of 
spreading in a kind of wave to other classes. Nevertheless, 
it remains true that most present or probable members of 
the Government have experienced the advantages of a place 
of refuge both for themselves and for their money, and are 
likely therefore to be more moderate in action than in 
speech. The special regime, which had its origin and 
has continued to find its justification in the anarchy of 
China, could scarcely remain permanently at the gate of a 
stabilised and effectively governed China. But though 
some progress is being made it is evident — to Chinese 
leaders as well as others — ^that a stable government is still 
far from being permanently assured. Gradual modification 
of special privileges U more probable than a dramatic 
demand and surrender to Chinese nationalism — ^and it has 
been growing more likely that the ultimate loss by the 
westerners of their privileges will come rather from Japanese 
than from Chinese pressure. 

On the whole, then, the external political situation of 
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Chin* «iid 

Quiu is, for the time beiag, quieter as Tegtii& lijpal 
than it ttas a fear and a half ago, and as regards the 
Pcnvers than it was four years ago. 

. In the internal political position there has been a notahie 
evolution towards more stable and effective govemnattit, 
based, however, less upon civilian influence and organisa- 
tion and more upon direct military authority. The 
Kuomintang hag for years been losing prestige and effective- 
ness. Power rests more exclusively and more obviously 
with those who directly control the larger military forces, 
and among those the position of Chiang Kai-shek has been 
substantially strengthened. The character of the internal 


struggle has changed, and the area of actual conflict has 
been restricted. During the greater part of the Republic’s 
lifetime most of the provinces have been ravaged by the 
conflicts of rival war lords. This stage is over, except in 
Szechuen and the north-west. Elsewhere each province 
now has a government fairly firmly in the saddle. The 
central government’s effective authority extends over 
seven provinces. Those who exercise control elsewhere 
^vern their own areas without serious internal faction ; 
they do not aspire to the conquest of other provinces or 
iim at the overthrow of the national government. Nor do 
they aun at complete separation ; they recognise generally 
the need for some form of central government and are 
pr^ared to admit some kind of suzerainty by Nanking. 

Disputes and the dangers of conflict now turn ratfier 
on the degree and extent of provincial autonomy. There 
are growing apprehensions in the minds of a number of 
provincial governments that Nanking is aiming at a greater 

preprrf to In p,tticuUr, they tot » militotr 

n P""™* »uthoritto 

to. boon growutg mb hi> pmord prostige and power in 

of the Kuonuntang. The relative milita.7 
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fcma iat €Mmig 

ta^lofM dedn<tee ia tke loa.i'^ii, t>f 

orcT the rev&mes from the ma^me ontoms, abd k^'kaii 
^«ai mcreasm^ theeffidencf of the army that Im commitu^. 

His dominance in the lutional government has been 
growing. Indeed the real centre of government -attends his 
person. For the greater part of the last three years he has 
been, not at Nanking, but at Nanchang, his headquarters 
for the communist campaign in Kiangsi. He has, at- 
tached to his army and responsible to himself, a highly 
organized and ably served staff engaged in studying and 
planning civilian and economic questions as well as those 
directly connected with military policy ; and it is from 
here, rather than from the ministerial organization at 
Nanking, that the main principles of policy, as distinct 
from their detailed application, emerge. In the meantime, 
those who fear his dictatorship allege that he is considerably 
influenced by German Nazi officers on his staff and by 
Nazi ideals, and is encouraging the growth of a “blue 
shirt “ organization. 

The mffitary, as opposed to the civilian, character of the 
government has, moreover, been emphasised by the 
departure from its ranks of its greatest civilian Minister, 
Mr. T. V. Soong, who left his 'position as Minister of 
Finance in October, 1933, after a breach with his brother- 
in-law. The quarrel resulted from a number of reasons — 
some personal jealousy, differences of opinion with regard 
to Japan, and a certain divergence upon budgetary and 
financial policy. In January, however, a reconciliation 
was effected. T. V. Soong remains in practical control of 
the National Economic Council, whose work is being made a 
reality by the definite allocation, with Chiang Kai-shek’s con- 
sent, of a substantial portion of the proceeds of last year’s 
wheat and cotton loti from the United States. There is 
one factor that will greatly help this Council to do effective 
work. One of the most 'notable fgets in China at this 
moment is the universal desire to stop civil war and con-- 
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c«nuate upon ecoiK^c reconstructi<m. Thia w not ca^ 
the goieral attitude oi the people ; it extends to the milkaxf 
authorities of the prorinces, who are activdjr 
in tasks of economic reconstruction of one kind or another?; 


and Chiang himself clearly recognises its necessity. It has 
been impressed upon him particularly by his long can^^ 
against the communists of Kiangsi. Here, over more than 
half of the province, there is a real communist state. In 
three years, in spite of his superior military equipment, 
he has made little headway, and he recognises, as every 
observer does, that the so-called communist problem cannot 
find a solution without an improvement in the economic 
position of the peasant. 

The communist question is, of course, one of great 
interest and importance in China. Since the departure 
of Borodin and the Russians, the active communist move- 
ment has been suppressed in other provinces and is now 
concentrated in Kiangsi. Here a handful of convinced 
and devoted communists, led by a man of some military 
genius, operating in a situation of general economic distress 
and enforcing a rigorous discipline, have resisted all eflEorts 
at suppression for several years. The real “ communists,” 
who are sincere believers in Marxian or Soviet principles, 
have never been very 'numerous, though in personal 
quriities they probably include some of the best elements 
in China. Their followers are peasants driven to despera- 
tion by economic distress. " 


The communist movement as a whole is in essence an 
agrarian revolution, such as China has known periodically 
for many centuries. The slaughter of these years has 
inflicted on 

he mass of desperate peasants and in the waste of those 
who under happier conditions, would be among the best 

«« ptttnce of food, without iutolertblfLcti^ 



iaKt^or tantsonxjrreqtusidozis. to him gOYdntmciBlt 
has meant all these impositions, much more than the 
Uessings that government can give in pmteDtion and die 
provision of transport and a stable money^. When, in 
action, depression brings low prices without diminntion 
of taxes, intolerable distress leads to desperation; and 
whether the result is called communism, or banditry, or 
agrarian revolt matters little. If the peasant’s economic 
position can be improved the root will be cut from com- 
munist growth. If it cannot, what does it matter that a 
communist state should be allowed to try its hand in one 
part of one province ? The cessation of active fighting 
would leave more resources and more attention available 
for economic reform and reconstruction elsewhere. 

In summary, we may say that while stability has not yet 
been attained, and while the dangers of such a revolt as has 
occurred in Fukien remain, there are now the elements of 
possible stability. There is not the same widespread 
faction and conflict as existed a few years ago. There 
is a much deeper desire for peace. There is greater 
willingness to recognise the suzerainty of the national 
government. A few years ago, no statesman at the centre 
could have built a structure of stable government ; for with 
spasmodic disorder and faction throughout the country, 
the bricks of which such a structure needs to be buUt 
were themselves crumbling. Now the bricks at least are 
there. If the prestige and power acquired by Chiang 
Kai-shek could now be used, not to enforce a dictated 
subordination, but to negotiate a reasonable compromise 
between a limited central direction and substantial pro- 
vincial autonomy over the greater part of the sphere of 
administration ; and if the effort of government were 
devoted to removing the causes of communism by improving 
the lot of the peasant instead of merely killing communists 
— there is perhaps a better chance now than at any moment 
M&ee the 191 1 revdiation of establishing peace and stability 
in China. 
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III. Economic Troubles 

T he need is urgent ; for if China’s internal political 
position has on balance improved in the last few 
years, her economic condition has certainly deteriorated. 
A few figures will suffice to indicate this deterioration. 

China’s exports have fallen in five years by almost two- 
thirds in value, and by about one-half in volume. 

^9^9 $1,523 million 1932 $739 million 

$1,331 „ ms $611 „ 

Her adverse balance of visible trade has more than doubled 
in about the same period, rising from $307 million in 1928 
to $734 million in 1933. This in itself would not necessarily 
be serious ; for about half the increase is due to the loss 
of Manchuria, the one region of China that sold more than 
it bought, and China has normally had an adverse balance 
in visible trade, which has been more than compensated by 
large invisible items (overseas remittances, foreign expendi- 
ture in China and a net inflow of foreign capital). But in 
the last few years these invisible items have fallen off and 
China has had a seriously adverse balance of foreign pay- 
ments, amounting to $100-150 million a year. This has 
been reflected in the outflow of precious metals. Normally, 
China, while neither buying nor selling much gold, is a large 
importer of silver. From 1928 to 1930, for example, there' 
was an average net import of $140 million a year. Since 
then the import of silver has stopped and there has been an 
^rt o{ gold amountiog probably (if th« largo quantitias 
that are smogglod out are taken into account) to about 
$150 mfcn a year. Gold cannot weU continue to be 

that the adverse balance will be reflected in future in .larger 
eiport of silver. This is likely to lead to a shortage^of 
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Unhap}^7 the efiect of this external drain! is enhanced 
by another phenomenon arising from internal canses. 
llie general sense of msecvuity has led to a serious drain of 
silver from the interior to the unproductive security of the 
bank deposit vaults of Shanghai. In December 1951 the 
silver stocks in Shanghai amounted to S250 million ; in 
December 1933 they had risen to I503 million, that is, 
they had doubled in two years ; and this drain of metal 
currency into the vaults was only partially compensated 
by a smaller increase in the amount of notes in circulation. 

The movement of prices during the same period is 
equally significant. The index of wholesale prices in 
Shanghai changed as follows : — 

iQsg .. 104-5 

1931 . . 129-2 1933 . . 98-4 

Practically every economic criterion tells the same tale. 
China was, by her own modest standards, relatively pros- 
perous in 1930 and 1931 ; she fell into a deepening depres- 
sion in 1932 and 1933. The turning point was in the winter 
of 1931-1932. 

We must now enquire into the causes of this change' of 
fortune, so different in its timing from the experience of 
the rest of the world. One preliminary warning, however, 
is necessary. A fall in prices and in external trade pro- 
foundly affects the fortunes of the trading communities 
of the coastal towns, and penetrates into those parts of the 
interior which depend in substantial measure upon the 
export of their produce ; it affects also, though less seriously, 
those who sell a large proportion of their produce even for 
consumption within China. But a very large part of the 
population of the inferior of China is exempt from the 
effects of world depression or even falling prices. A 
tenant food-producer, when he pays his rent in kind and 
when, as is not always the case, the landlord pays all taxes, 
is very little affected indeed. He consumes, with his 
family, perhaps half of his produce. He pays a fixed 
proportion which may well amount to two-fifths of his 
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produce. In rach a case he has 0017 one-tenih; of im 
produce to mU, and is injured by a fall of prices only tm 
regards this one-tenth, and then only so far as food prices 
may have fallen more than the prices of the goods he wants 
to buy. The variations in his fortunes depend not upon 
price movements or economic booms and depressions, but 
upon whether he can cultivate his patch of ground undis- 
turbed by flood or famine or the ravages of civil war. 
The owner-cultivator is, of course, more affected by prices 
because he has to pay taxes in cash, and those who have to 
sell their produce to buy food — ^for example, those who 
depend on silk or tea — may have their standards of living 
seriously changed by external conditions. But we must 
bear in mind that, for China as a whole, the penetrating 
effect of general economic causes is much less than in 
countries of a different type. 

Subject to this reservation, it is evident that China has 
suffered seriously in the last two years from a change in the 
relation of her currency to those of other countries. In 
1930 and 1931 China was completely saved from the effect 
of currency deflation upon her internal enterprise and 
activities by the fact that silver was depreciating in terms 
of gold faster than gold was appreciating in terms of com- 
modities. Her internal prices therefore tended to rise 
while remaining nevertheless on a favourable competitive 
basis in terms of gold for external trade. 


The situation changed completely when the pound, the 
yen and the rupee left gold in the latter part of 193 1 . Sinc^ 
then the Chinese currency has been rising in terms of three 
of the four currencies that mainly concern her. Now that 
the United States dollar has gone too, currency deflation is 

dcprwsingChmasinternalpricesanddislocating her internal. 

Unhan trade, as it has done in other countries. 

r«ult contributed to the same 

r«ult. The OSS of Manchuria has affected the balance 
considerable area in China 
that exerts more than it imports. And the other adverse 



^licli^ijhipMi, not 10^ id Misciittri«t btit id £lufi|^ iin 
i9fB Add in Jckoi in 1^3, trare also df. great impottimoo. 
It iavcdmid heavy military expendittire, aod'^k coatributed 
substantially to the incresuied loss of confidence and to the 
sense of insecurity which have led to hoarding, to a drain 
of silver from the interior, and to a general faUing^ff of 
enterprise. In addition, there has also been the strain, 
diminished but still severe, of the indecisive and protracted 
struggle with the communists in Kiangsi, the disord^ 
in Szechuen and the north-west, and more recently the 
revolt — ^happily soon terminated— of Fukien. 

These special troubles of the last few years have been the 
more serious because they have come on the top of others 
which for many years have been weakening the vrivole 
economic system of the country. A general survey of the 
last quarter of a century, since the revolution of 1911, 
leads irresistibly to the conclusion that, in spite of fluctua- 
tions from year to year and of a few encouraging devebp- 
ments, successive disasters suffered by China have been 
sapping the strength of her general economic sptem. 
l^e series of struggles among rival war lords, ravaging 
many provinces and usually accompanied by large issues 
of inconvertible and depreciating paper money ; abnormal 
floods, external war, and civil war between the central govern- 
ment and revolting provinces, have been successive catas- 
trophes following quickly one after the other. The interval 
after each new blow has been too short for any recovery of 
strength to meet the next. Each has left the economic 
life on a lower level — ^farms denuded of their livestock, an 
increased burden of indebtedness and higher rates of taxa- 
tion. There has been, in particular, a great increase since 
1927 in the burden of provincial land taxation, which is 
made more onerous by a wasteful and corrupt system of 
collection, and is now further aggravated by the low prices 
and depressed condition of agriculture. 

Direct observation confirms the impression given by 
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statistical records of the gravity of the recent detecioratioa. 
In some areas small ovmership has been giving place to 
tenancy. In many areas vrhere tenancy prevails the normal 
functioning of the landlord system has broken down ; the 
landlord flees with what rent he can get to the security of 
the coastal towns and ceases to serve any useful economic 
function. There has been an abnormal fall in the value of 
land. Distress has compelled a restriction in the use of 
fertilisers. Trade and the transport of goods are falling 
in all districts. Indeed in many areas the actual mechanism 
of trade is breaking down, links in the chain of minor 
merchanting concerns are suapping. A merchant who has 
bought stocks at higher values is bankrupted or, at the 
best, ceases to buy except just when and as he can immedi- 
ately sell, so that the even flow of trade is arrested. 


IV. Opportunities of the Future 

T here are happily some important considerations on 
the other side of the account. The internal political 
situation has substantially improved. Throughout the 
country there is a much more determined desire to have done 
with civil war and turn to economic restoration. Most of the 
provincial governments, as well as the national government 
itself, are actively engaged in various forms of reconstruc- 
tion. There has been much road-building; erection of 
lighting and power plants ; elaborate schemes for assisting 
the peasant to form co-operatives, to improve his yield by 
better seed selection and so on. Often, indeed, these 
efforts have been lU-judged and too expensive. Many of 
the roads bear little traffic, for example, because they have 
been desired to meet military rather than economic needs, 

that *»t>sport r.th« 
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that pQlitlc^ stabUitf aad further improroiieat in 
managemept— there has aheadf been soaoe-Ht^ cap be 
both ronunerative and an instrument of considetabk 
economic development. In one direction there has been 
real progress in spite of all the adverse factors of recent 
years. Light industries — operating in small units and 
covering a wide range of specialised products, plumbing and 
metal work, electrical and wireless apparatus, furniture and 
a great variety of other articles — ^have been steadily develop- 
ing even during the recent depression. For the most part, 
these articles require skilled manual work, not merely simple 
mechanical equipment. It is a development of real 
promise. 

We must, moreover, view any deterioration in the general 
economic situation in the perspective of China’s more 
permanent possibilities. The people’s industry, traditional 
skill and capacity to live and work under conditions of bare 
existence, combined with the natural resources of the 
country, are the foundations on which a considerably 
greater structure of national wealth can be built than has 
yet been achieved. In spite of congestion of population, 
India, for example, with fewer natural advantages, has 
attained a standard of living perhaps twice as high as that 
of China. It is not an impracticable ambition that China, 
granted peace and order and wise direction, should attain 
that standard within a reasonably short period. It remains 
true, in spite of immediate troubles, that if only the funda- 
mental conditions required to encourage the flow of capital 
to productive enterprise can be secured, there is an oppor- 
tunity for substantial economic development, perhaps a 
greater opportunity for the beneficial employment of world 
capital resources than .is to be found in any other great 
country. 

Along what lines should this progress be expected ? A 
short summary must suffice. Several conclusions follow 
from the basic fact of China’s economy, the congestion of 
her population in her cultivable areas. It is useless to 
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think of agrictiltQral mechanisation as it i» kikcMnt ^ 
Canada or the Argentine, for that increases the per 
nnit of man-power, not per nnit of land ; in Qiina tlmre is 
a superfluity of men and a scarcity of land. Intensite 
cultivation, virith an increase of yields through better 
seed selection, use of fertilisers, etc., is the only line of 
progress. The basis of all substantial development must 
be the increase in the margin of food production over the 
food producer’s own needs. Except to the limited extent 
to which China’s industrial products can compete suo- 
cessfully in world markets, the purchasing power created 
by such an increased margin must constitute the market 
for any new Chinese industries. 

It cannot be too strongly emphasised that in China 
industrialisation is not the alternative to an improvement in 
agriculture ; on the contrary, the increase in the food pro- 
ducer 8 margin is the indispensable condition of any sub- 
stantial and successful industrial progress. If progress is 
not to be precarious, industrialisation must proceed gradu- 
ally, and mainly on the basis of the domestic market. It 
should be built up in close relation to China’s agricultural 
production flour mills using Chinese wheat, cotton works 
using Chinese cotton and so on ; and should look for its 
markets mainly to the home consumer and to the industries 
so established (rails and railway sleepers, for example, 
finding their custom in an extended system of railways) 
Industries requiring much labour and relatively little 
capital equipment, and producing articles which do nbt 
greatly benefit from large-scale manufacture and a highly 
advanced industrial and financial system, are obviously to 


Such general pinciples naturaUy need some quahfication 
and exception, but they serve to indicate the general line 
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thKncaptiBs^. ’ ^ Even the modest ss'dngs produced in the 
ittt«ru»‘ are hdmg drained into Shan ghai or abroad ; and 
the domestic capita^ now accumulated in Shanghai, though 
not inconsiderable, is not enough for anf substantial 
development. The re-entry of foreign capital, of course, 
rmses many problems : the rights of the consortinm ; the 
attitude of Japan ; the method of association with Chineae 
capital ; the character of security and safeguards available 
to the investor and so on. These are all difficult, they are 
none of them insoluble. The key to their solution is to be 
found in the railway situation. The railways are intrinsi- 
cally a good economic proposition. There is no reason why 
they should not earn enough to enable a reasonable settle- 
ment to be made with the existing creditors, which would 
open the way to the subscription of new capital for much 
needed expansion. Japan’s attitude is of course involved, 
but the latest statement of her policy suggests that a 
scheme providing for her participation with other countries 
should not be impossible. 

With the way thus opened, foreign capital would prob- 
ably be available for participation, with Chinese capital, 
in various forms of promising enterprise. The foreign 
investor will have to realise that his main security in future 
will have to be found, not in external control or government 
guarantees, but in the interlocking of his interests with those 
of Chinese investors. Tbis is likely to be both more 
effective as security and politically more practicable than 
the older system. Along this line an 'increase in China’s 
standard of living, limited by the factors discussed above 
but nevertheless substantial, may reasonably be expected, 
to the great advantage both of China and those who seek 
in her a greater market than her present poverty permits. 
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O N July 13, 1932, after long deliberations, the St. 

Lawrence waterway treaty was initialled by the repre- 
sentatives of Canada and the United States. On March 14, 
1934, ratification was refused by the Senate-, the vote being 
42 against to 46 in favour, 13 votes short of the two-thirds 
majority required by the American constitution. Below, 
correspondents from the two countries explain their 
national viewpoints on this uninspiring defeat of what, 
despite all that could be said against it, was a great inter- 
national project. They show that opinion in both countries 
was sharply divided on the issue of the treaty, so that the 
Senate’s action delighted many Canadians, just as it 
offended large blocks of opinion in the United States. 
The most that can be said, in summing up the controversy, 
is that while perhaps the weight of sound argument was 
fairly evenly divided, the balance of prejudice undoubtedly 
lay- against the treaty. Prejudice unmistakably won the day. 

The scope and purpose of the waterway treaty are best 
summed up in the terms of its own preamble. The 
Governments of the United States and of Canada, 
Recognising that the construction of a deep waterway not less 
than 27 feet in depth, for navigation from the interior of the continent 
of North America through the Great Lakes and the St. Lawrence 
river to the sea, with the development of the water-power incidental 
thereto, would result in marked and enduring benefits to the agricul- 
tural, manufacturing and commercial interests of both countries, and 
Considering further that the project has been studied and found 
feasible by the International Joint Commission, the Joint Board of 
Engineers, and by national advisory boards, and 
Recognising the desirability of efferting a permanent settlement 
of the questions raised by the diversion of waters from or into the 
Great Lakes system, and 

Considering that important seaions of the waterway have already 
been construaed, and 
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Takmg note oi ^ declaration of the Government of Canada of 
its i^tentioa to provide, not later than the date of the completion 
of the deep waterway in the international section of the St. Lawrence 
river, for the completion of the new Welland ship canal, and of can^k 
in the' Soolanges and Lachine areas of the Canadian ^section oi the 
St. Lawrence river, which will provide essential links in the deep 
waterway to the sea, and 

Taking note of the declaration of the Government of the United 
States of its intention to provide, not later than t^ date of the 
completioiLof the deep waterway in the international' Mction of the 
St. Lawrence river, for the completion of the works in the Great 
Lakes system above Lake Erie, which will provide essential links in 
the deep waterway to the sea. 

Have decided to conclude a treaty for the purpose of ensuring the 
completion of the St. Lawrence waterway project, and for the other 
purposes aforesaid. 


The Treaty provided for the construction of two naviga- 
tion canals along the so-called international section of the 
St. Lawrence, between Lake Ontario and the town of 
Cornwall. The remainder of the works necessary for the 
completion of a 27-foot canal from Lake Erie to the ocean 
were to be constructed by the two countries independently. 
The cost of works on the international section was to be 
divided between the two governments, Canada receiving 
credit to the extent of $128,000,000 (against a total 
estimated expenditure of $543,000,000) for work already 
done, notably the Welland ship canal. The cost would 
be at least partly recouped from the hydro-electric power 
derived from the necessary dams. 

The treaty further provided, in accordance with the 
decision of the United States Supreme Court, for the re- 
duction of Chicago’s diversion of water from Lake Michigan 
to the Mississippi system from an annual average of 8,000 
cubic feet per second to ]r,50O cubic feet per second. It also 
placed Lake Michigan, which is wholly within United States 
territory, under the jurisdiction of the International Joint 
Commission. Thus, apart from its more positive provisions, 
the treaty cleared a path for the settlement of a question 
that has vexed Canadian-Ainerican relations for many years. 
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The Sl Lawiiaice Waterway- 

I. The Attitode of the United States 


T he plan for a waterway through which ocean steam- 
ships might reach the heart of the North Amaican 
continent by means of the St. Lawrence river and the 
Lakes has long had a popular appeal in some sections of the 
United States ; in other sections the proposal has been 
anathema. Advocacy of the project increased during the 
world war, when the freight congestion on the most 
important east-and-west railways seemed to indicate the 
immediate need of additional transportation facilities from 
the interior to the seaboard. The question eventually 
developed into a national economic and political issue. 

Presidents Wilson, Harding and Coolidge endorsed the 
plan in principle. In 1924 President Coolidge appointed a 
St. Lawrence Commission, with Mr. Herbert Hoover, 
then Secretary of Commerce, as its chairman, to advise the 
government concerning the economic feasibility of the 
scheme. The Commission submitted a favorable report 
and also found the St. Lawrence project preferable to the 
alternative proposal of an all-American route by way of the 
New York barge canal and the Hudson river. 

In 1928 Mr. Hoover, as the Republican candidate for 
President, advocated the construction of the St. Lawrence 


seaway as a means of reducing the cost of marketing the 
crops of the western farmers and thus helping to alleviate 
the depression in the corn and wheat belts. After assum- 
ing the presidency he devoted much effort to formulating 
«n agreement with Canada for developing the new route 
The negotutions proceeded slowly, however, because of the 
numerous technical problems that had to be solved, and the 

elation wkch gave the coantr, a new President 

to noid2e”'j’?'° hdd conventions 

wii G.n H '*■' presidency, the negotiations 

W.U. Onada were tn thei. final stage. The R^nbiican 



«fr£bs>Ulul»d 

piktform the treaty was then “ at a £aTorab]e 

poiiit^^ imd pkdgfUEi the partj^a " aUc^umce t«> this great 
profect** and "it$ best efiorts to secure its earty ooiq- 
{dettem.*’ The ]Pem<!)cratic platfonn made no reference to 
the jSt. LawroKc seaway, but dnrij^ the campaign Mr. 
Rooaevelt, the Democratic candidate, spoke in favor of it. 
In the }»eceding months, while Governor of New York 
State, he had g^ven close attention to the tkeaty negotia- 
tionSi mainly because of the interest of his State in the 
hydro-electric power developments along the St. Lawrence, 
which were provided for in the agreement. 

Under the constitution of the United States, treaties 
must be ratified by the Senate with an affirmative vote of 
two-thirds of the members present. During the session of 
Congress in the “ interregnum ” between the election of 
Mr. Roosevelt in November and his inauguration in 
March, President Hoover submitted the treaty to the 
Senate and recommended its ratification. The Senate 
Committee on Foreign Relations conducted hearings and 
made a favorable report ; but it delayed this action until 
about a week before the session was scheduled to end, and 
nothing further was done at that time. 

Shortly after his inauguration on March 4, 1933, Presi- 
dent Roosevelt summoned a special session of the new 
Congress to consider measures for checking the financial 
crisis which then gripped the country. On March 27 the 
Senate Democratic leaders decided to enlarge the Con- 
gressional program and to include, among other measures, 
consideration of the St. Lawrence treaty. On the same 
day the Senate Foreign Relations Committee again voted a 
favorable report. At this time, however. Congress was 
confronted with an elaborate program of domestic legis- 
lation advocated by the new Administration, and no further 
action on the treaty was taken before adjournment on 
June 16. 

Congress reassembled in regular session on January 3, 
19134. A week later, on January jo, President Roosevdt 
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#ent a special message to the Senate urging that it give 
favorable consideration to the treaty. He pointed out that 
there were two main considerations — ^navigation and power. 
With regard to the first, he declared that from a broad 
national point of view commerce and transportation would 
be greatlp benefited, and that “fears of harm to special 
localities or to special interests are grossly exaggerated.” 
With regard to the power development, he stated that it 
was one of four great projects that he had planned for the 
United States. These were : the Tennessee valley plants 
in the south-east, the Boulder dam on the Colorado river in 
the south-west, the Columbia river projects in the north- 
west, and the St. Lawrence development in the north-east. 

The St. Lawrence situation differed from the others in 
that the United States could not develop power in that 
area without a treaty with Canada, whereas Canada could 
develop two great projects at the St. Lawrence rapids lying 
wholly within her territory. The President insisted that 
it was “ better in every way that we should maintain the 
historic principle of accord with Canada in the mutual 
development of the two nations.” He also pointed out that 
if Canada so desired she alone could build a seaway wholly 
within her control and without participation by the United 
States. This, he stated, 

would be a reversal of the policy of co-operation which the United 
States and Canada have continuously maintained for generations. 

Meantime, pending action by the Senate, a great battle 
over the St. Lawrence project was fought in the American 
newspapers. The ink was hardly dry on the treaty before 
the editorial guns began to roar. The Duluth Nfws- 
Tribuiu declared that “ digging should begin next spring,” 
while the Baltimore Sun averred that the construction of 
the seaway would give the government “another large 
white elephant in its already overcrowded stable.” Opinion 
m the United States was largely influenced by sectional 
mter^ts and sentiment. The agricultural regions of the 



middlB-nest and aorth-west aad tlie Lake cities ji^ 
CDereUnd, Toledo^ Detroit, Milwaukee axid DnlutK favoured 
ratification on the ground that the waterway would reduce 
freight rates to the seaboard, stimulate agricultural exports 
and generally improve local business. 

. In the east the treaty was opposed on theground that the 
new waterway would divert traffic from the Atlantic ports. 
In the two largest American cities, New York\and Chicago, 
opinion was divided, though the predominant sentiment 
appeared to be unfavorable. In New York, business 
interests, represented by the Merchants Association and 
the State Chamber of Commerce, were hostile, but as New 
York State would participate in the development of the 
powM projects and would have control of their output 
there were those who favored the treaty as a means of 
obtaining cheaper electricity. Aligned with this group was 
Mayor La Guardia of New York city. 

Chicago, in like manner, was divided between its desire 
to be a virtual seaport and its recognition that the treaty 
would curtail its right to the diversion of water from Lake 
Michigan into its drainage canal and the Illinois river. It 
also feared that the seaway would develop injurious com- 
petition with the Lakes-to-the-Gulf waterway, which many 
of its business leaders had been active in promoting. 

In view of the important part played by the Lake Michigan 
water diversion controversy in the debate on the treaty, 
a brief review of this phase of the question seems desirable. 
Near the end of the last century, Chicago faced a difficult 
problem of drainage and sanitation, because of its position 
on low ground and its rapidly increasing population. 
Discovering that it would be less expensive to turn. water 
from Lake Michigan into a drainage canal and divert 
sewage into the Mississippi basin than to construct sewage 
disposal works or filtration plants, it built a canal for such 
a purpose and obtained a permit from the federal govern- 
ment, which controls navigable waters in the United States, 
to withdraw water from the lake at a maximum rate of 
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4,167 cubic feet a second. In 1912 it made apjdication 
to inrreys** the Tnaxitnam to 10,000 cubic feet a second. 
This brought a strong protest from the Canadian goyern^ 
ment, which maintained that the withdrawals hampered 
navigation on the Great Lakes, reduced the power- capacity 
of the hydro-electric stations at Niagara Falls, and prevented 
the development of other projects in the St. Lawrence area. 

From that time forward, the diversion of lake water was 
a subject of almost constant dispute, and the case was 
before the federal courts continuously from 1913 to 1930. 
In the latter year, the Supreme Court of the United 
States issued a decree providing for the reduction of water 
diversion from Lake Michigan in successive stages, until in 
December, 1938, the maximum would be fixed permanently 
at 1,500 cubic feet a second. 

This decree was incorporated in Article 8 of the treaty, 
and was one of its most bitterly attacked features. The 
Chicago authorities had cherished the hope of obtaining a 
modification of the court decree before the drastic reduction 
of water diversion that it prescribed went into effect, but 
the embodiment of these restrictions in an international 
agreement would have made their modification virtually 
impossible. The friends of the Lakes-to-the-Gulf water- 
way protested that the treaty made it impossible to main- 
tain a nine-foot channel from Lake Michigan into the 
Mississippi, and strong opposition to ratification developed 
in Mississippi valley cities, especially in St. Louis and New 
Orleans. These cities, like Chicago, , also opposed the 
development of a competing water route through Canada. 

Other interests that opposed the treaty included, first, 
the trunk-line railways connecting the western farming 
areas with Atlantic seaports; second, certain heavy 
industries on the Atlantic seaboard, which regarded the 
seaway as a menace to the advantage they then enjoyed 
from their location at ship-side ; and third, the electric 
power companies that would face competition from the 
new power installations along the St. Lawrence 
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la the debate cm the treaty in the Senate, the dtaef 
^^dkesman fot ratification was Senator Key ^ttman, of 
Nevada, Chairman of the Committee On Foreign Kdations. 
The opposition was led by Senator Bennett 'Qiamp Clark, 
of Missouri, who voiced the prevalent opinion in the 
Mississippi vafley. It is significant that the leaders on 
both sides were Democrats, for during th^ debate party 
lines were largely disregarded. The only political group 
presenting a unit<^ front was the progressive, or insurgent, 
bloc of Republicans. Being foes of the “ power trust,” 
critics of the railways, and always suspicious of eastern 
financial interests, they liked the treaty because of the 
enemies it had made, as well as for other reasons. 

It is impossible to enumerate here all the points that 
were raised for and against ratification during the two 
months of debate. Only the major arguments can be 
presented in brief outline. On behalf of the treaty it was 
argued : 

(i) That the seaway would reduce transportation costs, to the 
great benefit of the people in twenty-eight of the forty-eight states. 

(a) That the project was not an experiment, but simply the com- 
pletion of a public work which had been under way for many years, 
and which had already denaonstrated its practicability and value. 

(3) That the construction cost would be more than offset by the 
resulting savings. 

(4) That the seaway would not injure the railways, because ten 
years would elapse before its completion, and during this period 
traffic would grow to a point where new facilities would be needed. 

(5) That the power projects would be the most economical on the 
continent, and would furnish a yardstick to determine whether 
consumers of electricity were receiviag fair treatment from privately- 
owned utility companies. 

Critics of the treaty directed their attack along two 
different lines. They‘d first opposed the St. Lawrence 
project in principle, and then insisted that even if the 
seaway were desirable, the treaty itself was faulty. They 
insisted : 

(i) That the waterway was not needed, and that its construction 
would be a waste of public funds. 
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{») That ena if it were needed, it would not provi^ utiafactOip 
tad adequate fa^ li riet for ocean commerce, since daring the ae*w 
Canadian winters it would be dosed to traffic, and would require 
at all times a spedal type of shipping for safe navigation. 

(3) That the cost of construction had been under-estimated. ^ 

(4) That it was illogical and inconsistent to create a new competitor 
for the railways at a time when the government was lending hundreds 
of millions of doUars to save them from bankruptcy, and had also 
created a federal co-ordinator of transportation to assist them in 
solving their problems and maintaining their solvency. 

(5) That the seaway would pve Canadian producers a spedal 
advantage over American competitors in world markets. 

(6) That it would divert business from American to Canadian ports. 

In addition to these objections to the project itself, 
criticism was also directed toward many details of the 
treaty. It was criticised as ; 

(1) Surrendering American sovereignty over Lake Michigan, which 
lies wholly within the United States. 

(2) Limiting diversion of water from this lake while giving Canada 
the right to unlimited diversion from boundary waters. 

(3) Allotting an undue share of the cost of construction to the 
United States. 

(4) Providing that American money should be spent for works in 
Canada, and stipulating that these should be constructed with 
Canadian labor and materials and become the property of the 
Canadian government ; and 

(5) Enabling Canada to obtain four times as much electric power 
out of the whole waterway development as would be obtained by 
the United States. 

The opponents of the treaty sought also to arouse 
nationalist sentiment in the United States by quoting 
articles from Canadian newspapers in support of the treaty. 
For example, they published throughout the country an 
editorial from the Toronto Mai/ and Empire, intimating 
that the United States had been outmanoeuvred during 
the negotiations, and congratulating the Canadian Minister 
in Washington on obtaining “ a treaty which placed the 
bulk of the cost on the United States.” This particular 
editorial was frequently cited during the debates in the 
Senate, but it is impossible to say whether it actuaDy 
influenced any votes. Yet the Canadian nationalist senti- 
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mem diat ir«fiect»d Bfidooj^adlf bad its 4po«mteKpii!| in 
tite United States^ and bad a sbafe in bringiiiif about tbe 
defdit of the treatf. 

When the vote came the opposition proved onexpectedty 
strcmg. It . was realised that the prospects for ratification 
were not good, but it was expected that if the treaty were 
rejected it would be by a very narrow marmn. Twenty- 
two of the 6o Democratic Senators refused to follow the 
Administration leaders, while 14 of the 35 Republican 
Senators joined 31 Democrats in voting for the treaty. 
Political affiliations apparently played no great part in the 
voting. 

The defeat of the treaty with the aid of so many Demo- 
cratic votes was not, however, regarded as a serious political 
reversal for the President. Mr. Roosevelt did not consider 
the pact negotiated by his predecessor as an essential part 
of the New Deal, and therefore did not throw all the political 
resources at his command behind it. He was apparently 
holding some of his forces in reserve for the impending 
battle over his request for power to revise the tariff. He 
indicated that he would bring the treaty up again, but it was 
generally believed in Washington that he would first 
endeavor to obtain revisions to meet some of the objections 
of its opponents. 

II. The Canadian View 

T he St. Lawrence waterway treaty evoked little dis- 
cussion in Canada in the months preceding the final 
debate in the United States Senate. Canadians understand 
very well the r 61 e played by the Senate in the consideration 
of treaties, and discussion in Canada was felt to be useless 
until the decision in Washington was recorded. The 
treaty, if ratified, would have been brought before Parlia- 
ment in Ottawa, and would then have become once more 
an issue of national importance and keen debate in the 
Dominion, 
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While the difficulty of obtaining the two-thirda vote of 
the Senate necessary for ratification was fully appreciated, 
so crushing a defeat was not generally expected in Canada. 
The project had been strongly supported by President 
Hoover. Its advocates had catri^ on a persistent campaign 
of education for over a decade, and through the highly 
organised efforts of the Great Lakes-St. Lawrence Tide- 
water Association they appeared to have mobilised more 
than sufficient support. Above all, the agreement was 
known to have President Roosevelt’s unqualified approval ; 
and while it was recognised that opposition to his policy 
was in general increasing, it was also felt that the strong 
pressure that he was said to be exerting privately as well 
as publicly might be a decisive factor at the last moment. 

Canadian newspapers gave little space to the discussion 
in the Senate, a notable exception being the Toronto Star, 
which sent a special representative to Washington and 
reported the debates in detail. While some serious 
speeches both pro and con were made, it was undoubtedly a 
disappointment to Canadians that at times the debate was 


brought by certain opponents of the treaty to a level so low 
as to be grotesque. Senator Huey Long, the Louisiana 
“ Kingfish,” declared that “ Canada hasn’t any business 
taking water from New Orleans,” and on another occasion 
he was reported to “ wonder, if this thing goes through, if 
they couldn’t give them (the perfidious Albions) a piece of 
Louisiana.” “ If a part, why not the whole i ” queried 
Senator Lewis of lUinois, and went on to propound the 
theory that the British Government wanted the treaty so 
that u might find a naval base in Lake Michigan, for use 
as a ^If-way ho^e in case of war between Japan and the 
United States. This may appear to some senators to be 
^od comic opera, but it is regrettable that the most 
important question that has arisen between the two 
countries in many years should have been discussed even 
m part in so unworthy a manner. While it is reaUsed by 
Uu, At rol fora, of opposition to the proje^ 



itf in ini ieonomic rivalnes *pm mnip(Mt«tlon 

aai power, debate such as dus wffl do Utdo %o allay ^ 
traditional feeling in Canada that prejudice is likely lr> hate 
more influence than justice in determining American 
policy with r^rd to matters of mutual concern to the two 
countries. 

The defeat of the treaty was discussed^ by the press 
throughout the Dominion in editorials that reflected the 
same differences of opinion as had been revealed in the 
earlier discussions of the project.* The maritime pro- 
vinces have in general been lukewarm and they view the 
Senate’s decision without great regret. The St. John 
^Telegraph-Journal expressed relief that a “highly contro- 
versial ” question had been cleared out of the way. The 
maritime provinces, it observed, could see in the project 
a prospect of great expense but of no advantage to them- 
selves and of only doubtful advantage to the Dominion 
as a whole. 

The most determined opposition has always emanated 
from the province of Quebec, where the legislature, led by 
Premier Taschereau, the companies concerned in the 
development of hydro-electric power by private ownership, 
and those interested in rail and lake shipping have united 
in a campaign of unqualified disapproval. The only 
exception to this attitude was the Montreal Harbour Com- 
mission, which at various times went on record as favouring 
the proposal. The Montreal Gazette greeted the defeat 
of the treaty with unqualified satisfaction, as marking the 
end of “ this fantastic seaway dream,” and reiterated its 
arguments that the agreement did not adequately protect 
provincial rights, that the United States would have reaped 
the chief advantages of the power development, to the 
prejudice of Canadian industries, and that the cost would 
have added a great and unwarranted burden to the public 
debt. The treaty would have been a constitutional as well 
as an economic blunder, in the opinion of the Gazette, 
• See Th* Rovifu Tabu, No. 89, December, 195*, p. 188. 
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and althongh advocates cd the scheme felt that the 
arguments were not a fair indictment there is no <|tie8tk» 
that they exerted a powerful influence. 

Ontario had more to gain from the project than any 
other province, but its support has never been unanimons 
or aggressive. Papers such as the Toronto Globe and Star, 
which have consistently supported the scheme, expressed 
keen disappointment. Nevertheless the feeling is wide- 
spread that there is no urgent necessity for the waterway 
from the point of view either of power or of transportation. 
The papers of the prairie provinces and British Columbia 
mostly adopted the same attitude. The Winnipeg Free 
Press, which has been a consistent advocate, observed that 
the project was desirable, but not one “ upon which the 
fate of either country or both countries rested ” ; 

and they will doubtless rub along, now that it has been blocked, for 
the time being and perhaps for a considerable period of time. What 
has happened is in line with what is continually happening in both 
countries : the larger public interest has been defeated by the 
political resourcefulness of selfish and strongly organised minority 
interests. ^ 


The Regina Leader-Post expressed an apparently common 
view when it stated that there was no marked enthusiasm 
for the proposal, adding that “ if the St. Lawrence seaway 
is in the national interest let us have it as soon as possible.” 
It would seem that the West, including British Columbia, 
was open to persuasion ; the same was true to a lesser 
degree even in the maritime provinces. One may perhaps' 
^nedude, therefore, that had the treaty been ratified in 
Washington, Mr. Bennett, who was a strong advocate of 
the agreement, would have been able to mobilise sufficient 
support for its acceptance in Ottawa, especially as Mr. 
King was also on record as favouring the project. 

thPr ' 'I the near future at least, 

will, as President Roosevelt snggested, under- 
^e to cart, on the work herself. The present surplus of 
kpdt^dectne power, the finandai difficulties of the raSwa^s, 



<KHq^ vritJi •!»>&> CKfteaxy to meet the piese&t desua4» 
orf^traffic, th® oBomainty as to the fatote of ydioft exports 
to foreign madcetSt the burdoi of the national debt, all 
cmalmae to remove any urgent necessity fot completing 
the project. Relief for unemployment is almost the (^y 
argument in favour of immediate action. 

In a long-range view, however, the decisioi^of the Senate 
may have more serious results. Canada has already' put 
many millions into works that would form an integral part 
of the scheme : the enlarged Welland canal is now in 
use ; the deepening of the channel below Montreal is well 
advanced ; and the Beauharnois power development, which 
is under way, will complete much of the work necessary 
also for navigation in that section. Beyond these, the only 
important stretches still untouched between tidewater and 
Lake Erie are the Lachine rapids section, just above Mon- 
treal, and the international rapids section, just above 
Cornwall and shared by Ontario and the State of New York. 
It seems inconceivable that with so much accomplished 
the project should not at some time be carried to com- 
pletion. It would be unreasonable, moreover, if the im- 
provement of navigation did not accompany the develop- 
ment of power. The development of power in the inter- 
national rapids section is the next obvious step when more 
power is needed, and that will require an international 
agreement and a scheme of co-operation between Ontario 
and New York at least. 

The completion of the project by A piecemeal process, 
therefore, seems likely in the long run, unless some general 
settlement is made such as was embodied in the rejected 
agreement. Canada stands to gain little from the piece- 
meal process and may have real cause to regret the defeat 
of the treaty. She is not likely to obtain a more favourable 
one if another attempt is made. The division of costs 
was fair to both countries, but it gave Canada full credit 
for money already expended and left to the United States 
much the larger alure of the remaining burden. The vexed 
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qneatioB of the diversion of water at Chicago "WioiiU iuwe 
been settled to Canada’s satisfaction, and Lake A&higan 
would have been internationalised. The diversion has been 
decreased ; but Chicago shows no spirit of repentance^ 
and with the support of the Mississippi valley she may 
again put forward her pretensions in defiance of the 
judgment of the Supreme Court at Washington and of 
Canada’s rights, however just they may be. The Missis- 
sippi river and the New York State canals are being im- 
proved and will undoubtedly become more serious com- 
petitors of the St. Lawrence route. 

The defeat of the treaty after so long and careful an 
organisation of the forces supporting it will make the 
framing of a general agreement in the future more difficult 
rather than less. Such an agreement depends on the 
coincidence of so many favourable factors both political 
and economic In the two countries that the problem 
becomes extremely complicated. Canada could probably 
have had a treaty during the Hoover regime had she desired 
it. She will perhaps find, if she wishes a treaty in the future, 
that the United States will not consent to reopen the 
question. 

Finally, the rejection of the treaty is unfortunate as 
marking the defeat of a really notable effort in international 
co-operation. In his statement to the Canadian House of 
Commons, Mr. Bennett referred to this point in the 
following words, which may well be quoted in conclusion 


I regret the action of the Senate for many reasons ; not the least 
the the development of the St. La Jence 

t^ estation of the will and the capacity of the 

ernerm « ? P«f-l°ving Countries to join fairly and freely in an 

enterprise of profit to them both. At this tiL in the wSd’s 
affairs, when good neigh bourliness is so important a factor in the 

set ^ fhesi Vw " “"'““I trust and confiLce 

a iidL have proved an impulse and 

s guide to better mternatioual relations on other continents. 
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I. Thb Passing of Civii, Disobedieiici 

M uch the most important Indian political event of 
the quarter— or, for that matter, of the past several 
years — has been the decision of certain Congress leaders, 
over the Easter week-end, in favour of entry into the 
Councils, and their approach to Mr. Gandhi for his approval 
This was forthcoming in no measured terms; for the 
Mahatma had “ no hesitation in welcoming the revival of 
the Swaraj party and the decision of the Delhi meeting to 
take part in the forthcoming election to the Assembly.” 
He thought it not only the right but the duty of Congress- 
men who did not desire to take part in civil disobedience, 
and who had faith in entry into the legislatures, to seek 
such entry. Mr. Gandhi further stressed this attitude by 
declaring that civil disobedience should be left to him alone 
to pursue, as the person ** most versed in its science.” He 
will, he says, “ be at the disposal of the party at all times 
and render such assistance as it is in his power to give.” 
In the words of the Tribune^ the Swarajists have now 
obtained their “ charter.” 

Few political announcements in India can have been 
generally welcomed over so wide and diversified a range of 
opinion. ” The revival of the Swarajya party with the 
Mahatma’s blessing heralds the dawn of a new day in 
Indian politics,” says the Tribune (Lahore). “No other 
event in our contemporary history has indeed caused such 
widespread rejoicing.” The statement describing the 
result of the conference with hfc. Gandhi “ will be received 
with supreme satisfaction in the country,” according to 
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the Hindu (Madras). “ Nothing could be better/* reotarb 
the Uad^ (Allahabad). Even the Amrita Baxaf ¥aW^ 
(Calcutta) welcomes the preservation of Congress nnit^, 
although, as usual, it strikes a slightly different note from 
the chorus, seeing “ no reason to go into ecstasies 
over the formation of the Swaraj party. It finds anything 
better than the tying of Congressmen to a policy that the 
great majority are unable or unwilling to follow. The 
European press welcomes the departure as betokening the 
approach of constructive work in a spirit of realism. One 
of the few hostile voices comes from Justice, the Madras 
non-Brahman organ, which scoffs at the hopes aroused and 
points to the fact that a decade ago a similar movement 
ended in comparative fiasco. 

It is important to realise that this breakaway is no 
isolated phenomenon appearing without warning in the 
Indian political firmament. A lightning flash is an indica- 
tion that an electric storm has gathered and been discharged, 
and just as the flash lowers the electric tension so this 
Congress decision to re-enter the legislatures provides the 
long-sought relief to a tension that was becoming unbearable. 
It is the sense of relief that stands out most clearly from 
the comments, oral or written. Previous articles in the 
Round Table* have recorded the growth among Congress- 
men of a keen awareness of the magnitude of the issues 
looming up for decision, and of resentment against the 
outworn creed that fettered their attack on these issues. 

Civil disobedience is as nearly dead as is possible withoiil 
actual expiry. It has long been moribund, but a variety 
of reasons and complexes prevented an admission of the 
fact by Congress authorities. Thus on March 6 a Bombay 
paper remarked thar ‘‘ civil disobedience, whether mass or 
individual, is dead and gone,” while for months past several 
influential Congress papers have rejected the idea that any 
loss of prestige would attend the public abandonment of 
a policy that had failed. The Tribune, which has been in 

• See, for iastance. The Roukd Tabus, No. 94, March 193+, p. 344. 
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cmapaign, sQnmied'.ap its. sttiiradc 
tlms ok April k i "Congnest kas never identifiodxjls beii^ 
OT its soul witL the pursuit of civil disobedience. It was 
never more than a means to an end.” This outlook is 
essentkllf restlist, and its motto might be described as 
rectder four tnUux sauter ; for it would be a grave error to 
read into this condemnation of means any mitigation of ends. 

Mr. Gandhi has been careful to avoid actual abandon- 
ment of civil disobedience; he is, indeed, too closely 
attached to his favourite “ science ” ever to contemplate 
that extreme step. The weapon may be laid by, but only 
in the armoury, and the Mahatma will maintain its temper. 
However, he has told his disciples and associates that they 
are not to use it during his lifetime save under his direction, 
a characteristically subtle step which leaves the ultimate 
discretion with himself. This attitude has not passed un- 
noticed, and one or two Congressmen have declared that 
decisions on the use of civil disobedience are for Congress, 
not for any individual, however eminent. In the general 
tide of relief, however, this correct and logical position is 
apt to be submerged. 

The Delhi decision was precipitated by the widely 
credited report* that the life of the present Assembly, 
which is due to expire this autumn, will not be extended, 
and that in consequence there will be an election in the 
coming cold weather. The realists in the Congress camp 
— and they are many more than is generally believed — could 
not tolerate the prospect of such elections uncontested by 
the Congress party. It may be said confidently that even 
if Mr. Gandhi had refused his approval Congressmen in 
considerable numbers would have contested them. Mr. 
Gandhi nevertheless declares that his decision was not 
prompted in the slightest degree by the Delhi conversations 
and their outcome. “The decision had come to me 
vaguely some days before it was finally taken, when I 
knew nothing of the Delhi proposals.” 

• Now confirmed by official announcement. — Editor. 
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Hwi Mahatma’s ear ia cloae to the Gmgresi gnmn^ 
IjttdleTa must be prepared aomctiines to follow, and it is 
a wise leader who can recognise the moment when he most 
fcdlow his intransigent flock if he is not to be pnblicly 
deserted. A Bombay Congress paper declared on March 1 3 
that “ if Congress endeavoured to enforce boycott (of entry 
into the legislatures) against reason and under the personal 
influence of anyone, no matter how great, it would probably 
lead to a definite break-up of Congress unity.” The threat 
implied is clear. Not even Mr. Gandhi’s position would 
be secure if he opposed the inevitable. Similar expressions 
could be taken from papers all over the country. 

It was fairly well known that the Madras and Bombay 
representatives at the meeting of Congress leaders, in the 
words of a Delhi commentator, “ provided the real drive.” 
Here we may perhaps see the outcome of the formation, 
last October, of new parties in those provinces.* They 
had been criticised for their inactivity, as representing yet 
another ineffectual gesture, but their efforts were probably 
devoted to bringing about harmoniously the departure in 
Congress policy over which India is now so pleased. It is 
not unlikely that the Delhi consultants had been in touch 
with Mr. Gandhi before their meeting and knew in advance 
at least the general tenor of his reply to their formal ap- 
proach. The Mahatma has once again demonstrated his 
political astuteness. 

Congressmen claim that with the cessation of civil dis- 
obedience the Government ought to withdraw their ban 
on the meeting of the working committees of Congress so 
as to permit the fullest scope to the new party. They are 
exhort^ also to secure the withdrawal of all restrictive 
legislation and the release of all political prisoners. Such 
demands assume that Government’s condition, namely, 
the abandonment of civil disobedience, has been fulfilled. 
In strict fact, it has not ; for although the weapon may 

• See Tm Round Tails, No. 94, March 1934, p. 34.5, 



Tbe ;%igigt§ BaiOf 

hapre Inm sktt^tied, asd the decision whether to tkawit kk 
the fatsre pren to one inan> that does not k?oautifiix« 
abandonment. Mr. Gandhi has thus presented Goveih* 
ment with a difficult problem. Their answ^ 'tvas given in 
the Home Member’s pronouncement in the Assembly on 
April 1 6 that Government propose to raise no obstacle to 
a meeting of the Osngress committee or of the Congress 
itself, “for the purpose of ratifying the statement of 
policy recently made by Mr. Gandhi calling off civil dis- 
obedience.” If such a meeting is held and Government 
are satisfied that as a result civil disobedience has been 
called off, they will then review their policy towards the 
various Congress organisations. If civil disobedience is 
effectively called off the present policy of releasing political 
prisoners vdll be expedited. Thus in effect Government 
have refused to accept Mr. Gandhi’s voice as the voice of 
Congress. The statement has been on the whole well 
received, and the probabilities are that Congress will 
formally call off the movement, making it clear at the same 
time that present abandonment is in no sense a promise 
never to employ it again. 


II. The Swaraj Party and the Reforms. 

T he real difficulties of the resuscitated Swaraj party 
will begin with the dravdng up of their programme. 
It may be taken as certain that the maximum effort will 
be put into election contests and that, in Pandit Malaviya’s 
phrase, the Swarajists will seek to capture “ every seat 
they can, and fill them with strong-souled and incorruptible 
Congressmen or Nationalists who can put their hearts 
into the fight.” Mr. Aney describes the position as an 
acceptance by the Congress of the Government’s challenge 
to demonstrate its control over the classes and masses of 
India. Some of the present members of the Assembly, 
who broke from the Congress in 1930 on the issue of 
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bofccHtiiig the Qnincib, htve put out feelov 
that since they have in effect been proved ri^t> ami sia^ 
they kept the Congress flag flying in the legislatures duriitg 
these four years, their scats should be respected. It is 
doubtful whether much attention will be paid to sudh 
hopes, and in more than one quarter the offensive term 
“ blackleg ” has been applied to these sitters on the fence. 
It is true that the present decision justifies their action 
four years ago, but it is one of the less estimable qualities 
of human nature not to .like those who have acted more 
wisely than ourselves and have profited thereby. 

Contesting elections is one thing; drawing up a plan 
of campaign in relation to the White Paper, His Majesty’s 
Government, Parliament and India is quite another. 
There is at present little sign of any profound constructive 
approach. The meetings of the All-India Congress Com-- 
mittee and Swarajist conference in early May at Ranchi 
should provide some enlightenment.* 

In particular, one asks, what will be the attitude of 
Assembly Congressmen towards the White Paper and any 
proposals based on it ? Press and public utterances continue 
to swell the chorus of condemnation, and no change in 
this attitude need be looked for in the immediate future. 
An important part of Congress effort is held to be “ the 
education and organisation of public opinion in effective 
opposition to any unacceptable constitution which the 
Government may seek to impose on India.” The decision 
to re-enter the legislatures in no way indicates a disposition 
to look more kindly on the White Paper or its authors. 
His Majesty’s Government. It would, in fact, be better 
described as intended to facilitate opposition. 


The programme adopted by the conference included the repeal of 
«p«ial anti-terroriat legislation, the release of political prisoned the 
^oreement of economy, opposition to any form of imperial preference, 
•^al ju»‘ice for all classes of worker* and peasant*, and the removal 
^ untouchability. The White Paper was condemned as calculated to 

STilKt "" ■>' 
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' Wlk«thar liiiei Swarajist attitude wffl reoudn pneeh' 
native remaias to be seen. Mach depoids on evwitB 
of the next few weds, and still more on whether the parQr 
can throw up a leader of personality like the late C. R. Das. 
So far there are no signs of such a successioa ; for Eh’. 
Ahsari could never fill that bill and no other name suggested 
comes near the standard of acceptability . and power 
desiderated. Yet there is nothing India needs hiore at this 
juncture than someone who will guide dissatisfaction into 
action. Unless such a lead eventuates the outcome may be 
merely faction, a peril never far off in India. The Ltaitr^ 
in a pungent review of Mr. Gandhi’s “14 years of experi- 
menting with truth at the expense of the country he has 
treated as a spiritual laboratory for his mystical researches,” 
declares him and Pandit Malaviya to be the only men 
whose leadership can survive the failure of their policies.” 
It is because the need for a leader with an all-India as 
distinct from a regional appeal is realised that the Mahatma’s 
leadership thus survives failures and resentment. 

The appearance of the White Paper in March, 1933, 
inaugurated the period of uneasiness and questioning in 
Congress circles. The appearance of the Joint Select ' 
Committee’s report will be the next precipitating influence, 
and it is unlikely that any decisions regarding future activi- 
ties will be taken tiU that report has appeared. 

Whatever scorn may be professed by Congress or its 
associates for the position of His Majesty’s Government 
and Parliament in regard to the affairs of India, no Indian 
political decision is made without close reflection upon 
the political position in the United Kingdom as a whole 
aft well as in relation to Indian affairs. Thus there are 
clear indications that a considerable body of Hindu opinion 
would welcome a deferment of the White Paper scheme, 
not from conservatism, but from a deliberate conviction 
that sufficient postponement of any India Bill based on the 
White Paper would produce a much more advanced 
scheme of reform. The National Government cannot 
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be ia power more than five years without sedd^ re-^deetioa; 
that is, there must be an election in the United Kingdoai 
by the close of 1936, and probably earlier. The Ldwur 
party is regarded as lihely to come into power then, and as 
certain at any rate to have a much larger representaticm. 
It would, therefore, be preferable to have the India BiU 
passed by the next Parliament rather than by this, and if 
that is so then one object of Indian advanced opinion should 
be to prevent the passage by the present Parliament 
of an India Bill based on the l^ite Paper. More than one 
prominent Indian has said publicly that he would prefer 
no reforms at all to a constitution based on the White 
Paper, but what was in their minds was probably some- 
thing of the nature just suggested. 

If delay is in itself an advantage from this point of view, 
then all methods likely to secure it must be investigated. 
Thus there emerges the surprising alliance of the British 
Die-hards with the Indian extremists. The more vocal 
and obstructive the Die-hards at home are, the more they 
play into the hands of those out here who deliberately 
seek delay, and who desire, therefore, the maximum 
obstruction and intransigence in Britain. It is too easily 
assumed that blank condemnation and absence of con- 
structive suggestion are merely a form of nihilistic negation 
popular in India. Actually, they may be an illustration of 
profound psychological appreciation. The more frequent 
and unequivocal these condemnations, the more the 
British Die-hards are likely to react in opposition to fhe 
present National Government and its India proposals, 
with the consequence that the passage of the India Act 
in the present Parliament becomes less and less probable. 
Much, or even most, of the rather wearisome condemna- 
tion appearing regularly in the Indian press could be 
attributed to the “N.C.O. spirit” rather than to any 
exco^tated policy, but the longer heads have almost 
certainly concluded that it is worth while to try for an 
India Bill passed by the successor to this Parliament. 
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These refiedtiokis are illustrated bjr the course of a de^te 
in the Assembly on a motion of Raja Bahadur Krishna- 
machariar urging the necessity of expediting the reforms. 
Thu motion was opposed by Bhai Parmanand, the IBndu 
Mahasabha leader, on the ground that so long as the 
communal decision holds the field the White Paper schume 
is unacceptable. 

It is not suggested that the actual elements pf a desider- 
ated constitution have even yet been thought out ; indeed 
it is unlikely that they will be reduced to any hard and fast 
terms if that can be avoided. Political speculation in that 
direction in India will alwa)^ be largely opportunist, taking 
as its starting-point political conditions in the United 
Kingdom. According to the Hitavdia of Nagpur, the 
new Swarajists will fight elections on two issues: the 
withdrawal of all repressive legislation and the rejection of 
the White Paper in favour of Mr. Gandhi’s demands at 
the second Round Table Conference. The same paper, 
however, goes on to suggest the joint memorandum of the 
Indian delegates to the Joint Parliamentary Committee as a 
more suitable basis. This memorandum proposed a, 
modification of the White Paper scheme in several direc- 
tions, all designed to strengthen the element of Indian 
control and diminish that of the Secretary of State or the 
Governor-General’s discretion, with particular stress on 
defence, finance, commercial discrimination and control of 
the services. For the present nothing more specific need 
be expected than the tribune's demand that 

the very basis of the White Paper be altered . . . not to be satisfied 
with anything short of complete national freedom . . . would accept 
no safeguards except those which are demonstrably in India’s 
Interests and terminable at her will. 


SS 2 


571 



Indite Simi^ the Phoenix 


111 . The Communal Issue 


A GOOD deal of interest has been aroused by tW 
deliberations of the Muslim League and the pro* 
nouncements of Mr, Jinnah, an interest not confined to 
Muslim India, The communal issue is the one that most 
disturbs Hindu thought ; to it, indeed, nearly all con- 
stitutional speculation inevitably returns. According to 
tbt Amrita Bazar Patrika,t\Lt White Paper “is based on 
the communal award . ” Hopes were raised that Mr. Jinnah’s 
presidency of the Muslim League would produce at last 
some indication of a common ground for accommodation 
between Muslim and Hindu views on the White Paper 
and allied problems. The Hindu press, therefore, was 
correspondingly disappointed by the resolution of the 
League 


to accept the communal award in so far as it goes and on that basis 
expresses readiness to co-operate with other communities to secure 
such a constitution for India as will be acceptable to the country. 


A certain virulence in comment is perhaps the measure of 
the disappointment. This resolution, declared the Amrita 
Bazar Pairika," is not only meaningless but absolutely 
ludicrous.” Other papers and individuals condemn the 
insistence by even the League Muslims on the one point 
that Hindus could not accept, and attribute to the Mahom- - 
edans the fault ascribed in a well-known rhyme to the 
Dutch. One paper finds in Mr. Jinnah » a double per- 
sonality and remarks that the triumph of the reactionary 
element in him is indeed a “ most painful tragedy.” This 
slightly equivocal character continues to puzzle and irritate 
mkThi to a Bombay 

accomm d Hindu-MusUra 

the camp of the reactionaries or that he has paid too high 



» l^ke l(n> titfe leauienhip of his ccMoomiuii^.** A move 
subtle view finds in Mr. Jinnsh tme who l^ces sliv«78 to>be» 
<w appear to be, an ari>iter, one who cannot go wiA the 
crowd, the political cat that walks alone. There is a good 
deal in this, and it seems unlikely that he will ever command 
the entire confidence of anyone. Muslims of the orthodox 
school watch him with vigilance, if not suspicion, and are 
unlikely ever to enter any chariot that he drives. 

Mr. Jinnah’s actions may not commend themselves to 
the bulk of his community, but in his condemnation of 
federation he perhaps comes nearer to speaking for them 
than in any other direction. Muslims as a whole are keen 
on provincial autonomy ; for they expect to obtain control 
in four provinces. Anything that tends to delay the 
advent of this Muslim self-realisation is suspected and 
opposed. On the other hand, federation holds compara- 
tively little appeal; for the orthodox Muslim political 
view sees in it nothing but Hindu predominance. It may 
be hazarded that, provided the transitional stage con- 
templated by proposal 202 of the White Paper left a 
reasonable amount of discretion in Indian hands, Muslim 
opinion would not be greatly moved by its indefinite con- 
tinuance. Hindu opinion, on the other hand, tends to 
fear provincial autonomy because of the Muslim dominance 
in the four provinces, while at the same time it would rather 
avoid federation in the hope of securing something better. 
Probably most Hindu opinion — certainly its advanced 
element — would prefer a federation of British India alone 
to one on White Paper lines. 

Since the communal decision was taken in August, 1932, 
it has occupied the top line of the political bill. Even if 
such important new items as the White Paper seemed 
temporarily to replace it, the lapse of time has always 
brought it back to the leading position. The general 
political situation, and the whole future of India, in fact 
depend on the solution of the communal issue ; but all the 
negotiations and recriminations of past years have not 
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tttcceeled in procbdng any recognisable alternative to the 
third-party decision of His Majesty’s Government. Hw 
case seems to be an example of the irresistible force and the 
irremovable obstacle ; Hindu dislike of separate electorates 
i8goiQine,but Muslim distrust of joint electorates is equally 
so. European critics are too apt to condemn this com- 
mnnal difficulty as merely an illustration of Indian 
contumacy and lack of political capacity. Actually it is a 
social and political problem of dimensions considerably 
greater than the French-Canadian issue in Canada, which 
cannot be said to have been altogether solved, or the 
Dutch-English problem in South Africa, which has scarcely 
been solved at all. Most actions of the British Govern- 
ment extract sooner or later from the Hindu press a wide 
range of condemnation, but none can ever have been so 
successful in this respect as the communal decision, which 
lus bwn visited by a wealth of vituperation possible only 
in this country. Yet the vehemence of the criticism is 
merely a recognition of the magnitude of the problem, and 
in a way a tacit admission that, failing agreement by the 
two contestants, a third-party decision was the only 
recourse. 


With each side so jealous, and prospects of accommoda- 
tion so slight, the conclusion seems to emerge that the 
authors of the decision should avoid anything that might 
arouse false hopes. What is essential is that something 
should be accepted by both sides on which a political 
structure can be raised. If in future years the com- 
munities wsh to alter this foundation or erect some new 
building altogether, they wiU have their opportunity. There 
w little indication at present of any such mutual accommo- 
dation; and If the content of the decision were to come 
again under official discussion it is difficult to foresee any 
but d^y aud renuwud tuurinmatiou. D«pite 
^u aud Sttt thtuat. and outpouringa o. tL. 

Menu to be a laitlp general impreasion that Hia Maieatv’a 
C3°^en. have said their laat word and that Sp 
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shat thk attitii^ was weakening wonld ia att;<ps>hM#<t^ 
lead to oatbarsts of further intransigence on the aj^ 
Hindu side and sullen resentment on the Muslun, involvuig 
BOt onljr no benefit to the constitutional prospects of India 
but actually an appreciable degeneration. 

; Hie same considerations apply to the Pocu^a pact, v^tkh 
is in effect a part of the communal decision. It js impossilde 
to pretend that this pact is satisfactory. Further, as has 
been suggested in these pages,* the pact is unlikely to 
work as its authors, or at least its Depressed Class authors, 
seem to have hoped. The chances are that the caste Hindus 
will succeed in controlling elections to the Depressed 
Class seats ; and Muslim fears that the Depressed Class 
members would be little more than a reinforcement of the 
caste Hindus will be fulfilled. Nevertheless, for any Brkith 
authority to start tinkering with the pact now would be to let 
loose on India a flood of controversy and allegation enough 
to overwhelm any hope of settled or accepted policy for 
months, if not for years. The communal decision and the 
pact fulfil the function of the solid matter that assists 
so greatly the condensation of vapour. If they are removed, 
the chances of such condensation of vapours into tangible 
realities wiU be greatly reduced. 

The decision and the pact are alike alterable by mutual 
consent of the communities concerned. No serious move 
towards such compromise is likely to be attempted until 
the Joint Select Committee has reported and possibly not 
even then. If the report were to suggest modifications in 
either document, the dissatisfied communities would at 
once, and tuturally, seek to use such opinions in support 
of their claims for revision. Mere adverse criticisms in 
the report, even if unaccompanied by positive suggestions 
for amendment, would be used to this end ; demands 
would be made that the decision and pact be suitably 

* See Thi ^ound Tablb, No. 92, September 1933, p. 817. 
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winHifiatl before the communities could be cxp^ed to 
dedare their attitude towards the general constitutional 
proposals. If the report is silent on the subject, a last 
efiort win be made during the Bill stage to procure an 
expression of opinion by Parliament. In other words, not 
until the rery last moment arc the communities likely to 
consider serious use of the procedure suggested for an 
alteration of either arrangement by consent. In some 
respects the position is undoubtedly artificial, but it is by 
no means the only feature in Indian politics to which a 
similar criticism might be applied. 


IV. The Assembly — ^Economic Issues 

P erhaps the chief differentiating feature of this 
winter’s session of the Assembly has been the relative 
importance of economic as against political issues. Here 
again India is responding, in spite of herself, to world 
forces. However large Swaraj, communalism and other 
political issues may loom to those obsessed with them, the 
force of the world circumstances that affect the livelihood 
and happiness of 350 million people is irresistible. The 
increasing attention devoted to economic affairs is to the 
interest of India, for nothing will help more to produce 
genuine political parties than the emergence of real and 
realised economic issues. 

An interesting illustration of the importance of the 
Assembly in India’s economic life was afforded by the 
crowded galleries during debates on such measures as the 
sugar excise and textile protection Bills. Individuals and 
bodies who publicly affect to scorn the Assembly, or even 
boycott it, were strongly represented in its lobbies and 
galleries, and, as one speaker pungently remarked, in the 
ante-rooms of members of His Excellency’s Council. 
The hollowness of the Congress boycott when material 
interests are involved was very apparent 
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|»Bt the Assembly has been lool^ on M 
the piocectionist’s haven, but of late the still smH voaoenf 
^ obnsmncr has been heard, notably in tV ddMtes tm 
the two Bills just mentioned^ In regard to the latter 
especially, outspc^en complaint was forthcoming that 
India’s &cal system should not be made a tool to guarantee 
profits to undeserving manufacturing and capitalist interests. 

The debates on the sugar excise Bill were of particular 
interest. This measure proposed an excise duty of 
Rs.i a8.5 per cwt. on all sugar produced in factories in 
British India or used in such factories in the manufacture 
of other commodities. Indian sugar interests, who worked 
strenuously to defeat the Bill, complained bitterly that it was 
an unjustified attack on an infant industry. The press 
generally supported this attitude. Proposals for circulation 
or delay were defeated, however, and the Bill went to 
Select Committee, being finally passed by the Assembly on 
April 1 8 with the original rate of Rs.i as. 5 restored. 

A wider interest attaches to these excise discussions 
than is contained in their specific provisions. By com- 
mitting herself to protection on a drastic scale India 
incurred the inevitable penalty of a heavy fall in customs 
revenue. Either expenditure had to be correspondingly 
reduced or the lost customs revenue made up elsewhere. 
Are Indian manufacturing interests prepared to accept 
excises as the natural counterpart of customs duties that 
effectively protect and therefore yield little revenue f 
In fact, are they prepared to give as well as take ? The 
answer to this question is of interest beyond India. Ob- 
servers might deduce from the fact that an Indian legislative 
body has now accepted the principle of excises that there 
will be in the future a -comparable readiness to balance 
expenditure by self-taxation. The adoption of excise duties 
now may go some way towards meeting the misgivings 
regarding the viability of the finance system set out in the 
White Paper and the fears of unbalanced budgets and 
irresponsible finance generally under the new constitution. 
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The White Paper Assonblies, it may be aigited, vfiQ be 
veiy different from the present Assembly. Camioa in 
prophecy is indeed necessary, but the indications are that 
the lowered franchises will strengthen the consomer’s voice 
in the legislatures and that there will be no reluctance to 
mulct the tariff-sheltered manufacturer, who may one 
day, writhing under the fiscal scorpions of the future, come 
to sigh for the whips that he now finds so harsh. 

India. 

April, 1934. 
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LEGAL REVOLUTION IN THE 
IRISH FREE STATE 


I. Ou» “ New Deal 

I N a message broadcast to America on St. Patrick’s daf, 
Mr. de Valera said that his Government’s work had 
sometimes been compared with that of President Roosevelt ; 
but he modestly added that, whereas the President’s task 
had been that of a major surgical operation, theirs was 
more that of the physician patiently restoring a much 
weakened, but otherwise healthy, b^y to full life and 
vigour. This message gives an interesting indication of 
what Mr. de Valera believes to be the scope and purpose 
of his “ new deal.” Referring to the situation, as he saw it,, 
when his party took ofHce in 1931, he asserted that having 
been governed for centuries in the interests of another 
country we had then no manufacturing industries to speak 
of. The one industry left us was agriculture, and that was 
mainly pastoral. We paid Great Britain foi: her manu- 
factured goods, of which we took relatively more than 
any other country, mainly by the export of livestock and 
animal products. These we had to sell on the British 
ixiarket in keen competition with similar produce from other 
countries. In such conditions fewer and fewer people 
could be supported on our land. The bullock replaced the 
human being, and the country was being depopulated. 
For generations we had been rearing our children for export. 
To cap all, the world slump in agricultural prices ruined 
our British market. In addition we were paying to Great 
Britain an annual sum which, relatively to our resources, 
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imposed a burden upon us greato: than that placed 
Germanp for war reparations b7 the Young plan— <« bnrdea 
ten times as great, on the same comparison, as that of 
Great Britain’s debt to America. Unemployment was 
growing apace, and, to make matters worse, the outlet of 
emigration to the United States was stopped. Economic- 
ally our country seemed doomed. 

To meet this alarming situation, his Government proposed 
a policy of national self-sufficiency. This meant protecting 
our secondary industries so that they might be developed 
to supply our needs in manufactured goods. The industrial 
workers thus employed would expand the home market 
for the produce of our farms. The Government also 
proposed to protect completely our agricultural industry. 
Summarising their achievements, he said that in two years 
the imports of animal products had ceased, and that the 
home market was now entirely reserved for our own 
farmers. Our wheat area had been quadrupled. Our 
flour mills were now working at full capacity, and the 
import of flour would soon completely cease. Three new 
beet sugar factories, when completed, would be able to 
meet. at least four-fifths of our sugar requirements. Peat 
would gradually be substituted for foreign coal. A forestry 
scheme, providing for the planting of half a million acres 
of forest over a period of fifteen to twenty years, would 
provide rural employment, and take from us the reproach 
of being the most tree-denuded country in Europe. By a 
scheme of bounties his Government had eased the blow 
of the hostile British tariffs at our cattle industry. They 
had given the farmer considerable relief by reducing his 
overhead charges, by halving the land annuities, and by 
relieving agricultural rates with government grants. As 
regards manufacturing industries, progress had been made 
in the manufacture of apparel, which was formerly a large 
item in our import list. Production in the woollen and 
worsted industries had also been greatly increased. In 
conclusion, Mr. de Valera claimed that we were moving 
S8o ® 



suck ui <«pmisirttoti of oi^ ttidbl 
«iekd oecwomic ^ as wmdd ou^te aU our rtMdVice* .*^ 
potentialitifis, imimn and material, available to,tbe greatest 
eaftent for the welfare of every member of the community. 

<%[ course, there is another side to. the picture, which 
Mr. de Valera, naturally enough, completely ignores. 
His predecessors in office, and his present opponents, 
mi^ht point out with equal justice that many of his projects 
are but developments or amplifications of their ovra plans. 
They had initiated and carried out a policy of protection 
for home industries that differed from his only in degree 
and method, and they had also started, in spite of criticism 
from Mr. de Valera’s party, the manufacture of beet sugar, 
the exploitation of our water power for electrical use, and 
the development of our agricultural industry on efficient 
lines. In short, they might say that his “ new deal ” 
was only the old deal camouflaged, and that all — indeed 
more than all — the benefits accruing from their policy had 
been lost owing to the senseless quarrel he had provoked 
with Great Britain over the land annuities and the oath 
of allegiance. This quarrel had crippled our principal, 
industry, agriculture, and destroyed our cattle trade, the 
loss of which can never be made good by any possible 
increase in our home market for agricultural produce. 
Pursuing Mr. de Valera’s surgical simile, they might add 
that, whereas President Roosevelt had performed a major 
operation to save a patient in extremis, Mr. de Valera had 
performed an experimental operation on a perfectly healthy 
patient, and left him almost in extremis. There certainly 
can be little doubt that Mr. de Valera’s “ economic ” war 
has already cost the country in taxation and loss of capital 
more than did the civil war. His policy will, of course, 
benefit the small manufacturers, who are springing up 
like mushrooms in the night behind the new tariffs, but 
it will ruin the large farmers who have to employ labour 
and who depend on the cattle trade, for which they require 
an export market. The small farmer who can five on a 
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rabnsteace econonif basis, and who can rely 
kbonr <rf his famify, may continue to exist on ero|>8 ' 4 ti 
wheat, oats, sugar beet and tobacco, which the <gepf&a^ 
ment will purchase at fixed prices at enormous cost to die 
taxpayer. The ultimate result of Mr. de Valera’s deal 
will probabfy be a country of small farmers eking out a 
miserable existence in order to support the small manu^ 
facturers. But since these manufacturers cannot hope to 
develop an export trade, or to compete with the mass 
production of larger countries, their development on any 
large scale is impossible, and the belief that they will 
provide considerable employment for our increasing popula- 
tion, and fresh home consumers for our agricultural 
produce, seems completely to lack foundation. On 
balance, our agricultural production must certainly be 
diminished by at least a third of its present value. 

The Government have recently introduced a Bill, taking 
power to establish a quota system, so as to be in a position 
to bargain with foreign countries ; but the fact remains 
that we must find a purchaser for our agricultural surplus, 
and while the number of possible purchasers outside 
Great Britain is negligible, the competing sellers are very 
numerous and very keen. The market for industrial 
products, that we can offer in exchange, is small in any 
event, and has now been drastically restricted by our own 
policy, except for the products of countries like India, 
which has little use for our agricultural goods. In pursuit 
of this bartering process, negotiations have abeady begun 
with India, and no doubt other such bargains will be 
attempted. But the trade statistics show that Great 
Britain and Northern Ireland continue to be far the biggest 
traders with the Free State. In the first two months of 
this year they took 92 per cent, of our exports, and from 
them we obtained 70 per cent, of our imports. 

Our adverse balance of trade has risen from 16 to 33 per 
cent, of the total volume of external trade since 1931-32. 
During the same period our export trade has been reduced 
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bjp almfiBt ane<h«if» to wliich Iom mast be added the moagr 
speot on boamia, snbsidka, grants to the fanam, dflde*, 
and relief arark of various kinds ; for the cost oi all this has 
to be home bf the conununitf. During the year X 93 }» 
bonnties and subsidies alone amount^ to almost tim> 
million pounds, and this year they will be more. Such a 
drain cannot continue indefinitely, and the Government is 
already trying to reduce them. But some bounties, such 
as that payable to wheat-growers, which this year is seven 
shillings a barrel, they cannot end or dispense with if their 
policy is to succeed. A bounty of another and more 
disastrous kind is created by the Government’s decision 
to encourage the slaughter of 200,000 calves yearly, and 
to destroy old and diseased cows, in order to reduce the 
cattle stocks of the country. Ten shillings is to be paid for 
every calf skin exported, and for each cow destroyed. 

In spite of these events, Mr. Lemass, the Minister for 
Industry and Commerce, recently assured the Cork 
Chamber of Commerce, who were inclined to be sceptical, 
that there was no need for pessimism, but every reason for 
optimism, in the economic circumstances of the country. 
The British markets, he said, would never again be available 
for the free and unrestricted entry of agricultural produce, 
and the worst service anybody could perform for the 
Irish farmer was to mislead him into believing otherwise. 
Great Britain’s agricultural policy was not likely to change. 
An increased consumption of agricultural goods at home, 
through expanding industrial employment, must be their 
main objective, while they must also take advantage of any 
source of profitable external trade. It was true, he said, 
that people engaged in shipping and foreign trade would 
be gl^ to see more goods passing between nations, but it 
was undesirable that the ideas of a special trade interest 
should determine the policy of the country. 

Mr. de Valera’s newspaper never loses an opportunity of 
pointing out that the new agricultural policy of the British 
Government is directed to preserving the home market for 
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the Biftifh farmer, and diat thejr have even rdhoftad tjhe 
recent overtures of New Zealand for freer trade betvreoa 
Great Britain and that Dominion. The Ei^lish eatdb 
quota restrictions have indeed made the situatimt in our 
cattle trade nearly impossible. As Dr. Ryan, the Minister 
for Agriculture, Lis recently admitted, we have too maii^ 
cattle. We want all the cows we have, but we do not want 
all the cattle we have. We could not afford to reduce our 
cows by more than 25 per cent., but we can only consume 
about 15 per cent, of our cattle. It is this situation which 
has forced him to become a kind of “ bovine Herod.” 
The reduction of livestock, however, will involve a reduc- 
tion of tillage also, because wheat can only be grown in 
rotation with roots, and roots can only be fed to stock. 
The Labour party leaders suggest that the problem should 
be solved by licensing butchers throughout the country to 
buy stock with the aid of a government subsidy of £;i 15$. 
per head, and to sell the meat to persons in receipt of 
unemployment benefit or home assistance at from 2d. to 
3d. a pound — a scheme which, they maintain, would absorb 
50,000 fat cattle annually and which, it may be added, 
would be an excellent vote-catching proposition. In any 
event another little subsidy will hardly do us any more 
harm. 


II. The Blue Shirts 

I F Mr. de Valera continues to play the principal r 61 e in 
our economic drama, General O’Duffy certainly occupies 
the centre of the political stage, and his Blue Shirt? are 
making history. At a convention of the United Ireland 
party, held in Dublin early in February, he was enthusi- 
astically acclaimed by some 1,600 delegates, principally 
young men and women, from all parts of the country. 
In a long speech he outlined the policy of his party, 
claiming that it was truly democratic, and that it 
was founded on the conception of an independent a»d 
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oadiiaded IreUiidi the txadkional aim of Irish Datknudism. 
It was the r«alh7 of independence that maftfred, not 
the mere form of government, which was a nutter to 
be decided by the people themselves from time to 
time as changing circumstances might require or permit. 
They took their stand on the fundamental sovereign right 
of the Irish people to withdraw from partn^ship in the 
British Commonwealth whenever they believed that 
considerations of honour or interest made it desirable. 
The alternatives before the people at present were the 
reunion of Ireland on the basis of the Free State’s existing 
status, or the declaration of a twenty-six county republic. 
The people were free to choose either, but United Ireland 
called on them to achieve unity among themselves in 
support of the only sound policy, as an essential preliminary 
to the reunion of the whole country. The United Ireland 
party would make an honourable and satisfactory settlement 
of the dispute with Great Britain, and would try to place 
the agricultural industry on a solid basis of prosperity. 

The exact nature of the settlement of the economic 
dispute that General O’Dufly has in mind is not very clear, 
for in a subsequent speech at Monaghan, on February 17, 
he said they recognised the possibility that the land 
annuities might not be paid in the future, when his party 
had been placed in power ; but their position was that in 
negotiating with England they must recognise an honour- 
able agreement come to by the Cosgravc Government, He 
believed that England would do for this country what she 
expected America would do for her. They hoped to obtain 
a moratorium for a number of years, but whatever agree- 
ment they came to they would stand by honourably. 
They would say to Great Britain ; “ We will take your 
heavy industrial products, which we cannot produce here, 
in preference to those of any other country, if, in exchange, 
you will take our surplus home products to the exclusion 
of those of other countries.” All of which sounds too 
good and too simple to be true. 

TT 
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If, however, the gallant General’s orations are long* 
winded and uninspiring, he has certainly done more to 
infuse life and vigour into the Opposition than all his more 
eloquent colleagues put together. In this he has been 
ably seconded by Mr. Ernest Blythe, the former Minister 
for Finance in the Cosgrave Government, who has recently 
been elected to the Senate, and who is undoubtedly the 
strongest and most determined man in the United Ireland 
party. It may be assumed that he and some of the other 
far-seeing members of that party, like Professor Tierney 
and Professor Hogan, are responsible for the idea of a 
corporative State, which General O’Duffy indicates as the 
ultimate aim of the party’s policy. In accordance with the 
declaration of the present Pope that “ the primary duty of 
the State, and of all good citizens, is to abolish conflict 
between classes with divergent interests, and thus to foster 
and promote harmony between the various ranks of society,” 
and that “ the aim of social legislation must be the re- 
establishment of vocational groups,” the United Ireland 
party has put in the forefront of its social programme “ the 
planning of our national economic life with a view to 
increased industrial efficiency and harmony by the organisa- 
tion of agricultural and industrial corporations with 
statutory powers, assisted by industrial courts and function- 
ing under the guidance of a National Economic Council,” 
It claims to stand unequivocally for the principles of 
democracy, majority rule, and the absolute authority of 
Parliament, but it maintains that political equality is not 
more important than equal consideration, based on human- 
ity and service, for all economic ranks in the community, 
in the framing of a national policy. Only by the inter- 
position of vocational corporations between the State and 
the individual, it claims, can such satisfaction be guaranteed. 

General O’Duffy admits that the establishment of a 
complete system of self-governing corporations to organise 
and regulate our economic life will occupy a considerable 
period of time, and that we cannot adopt unchanged even 



TheBhie^t ^ 

the most 8acc«is6fiil measures that have been applied ebe^ 
where. He believes, however, that such a spttm would 
offer a practical alternative to the extremes of bpth socialism 
and capitalism, and would terminate class conflict. £co* 
nomic democracy would not replace political democracy, 
but would complete it. Ireland, he claims, will move 
towards the corporative social order by the path of 
democracy and not by that of dictatorship. His opponents, 
naturally, reply that he is only attempting to copy Mussolini, 
and the I.R.A. accuse him of trying to establish a fascist 
imperialist capitalist regime. He retorts that the present 
Government is using the Public Safety Act as a stepping- 
stone to a dictatorship. 

The application of that Act to himself was recently the 
subject of an important decision by the High Court. 
It will be remembered that General O’Duffy, last Decem- 
ber, challenged the legal right of the Military Tribunal 
to try him on certain charges, and obtained a conditional 
order from the High Court directing the Tribunal to show 
cause why it should not be prohibited from hearing these 
charges against him.* The High Court, by a majority ■ 
judgment, later decided to make absolute the conditional 
order in respect of the charges of sedition and incitement to 
murder, but they held that the charges of membership of 
an illegal organisation fell within the jurisdiction of the 
Military Tribunal, and could be tried by that body. They 
also decided that the Tribunal was a Court of limited 
jurisdiction, and that the Act did not protect the Tribunal 
from prohibition. This decision is of the utmost import- 
ance, because it lays down the rule that drastic measures 
for the protection of the public against unlawful acts, 
when placed in the hands ■of the military arm, still belong 
to the field of civil law. That being so, their exercise by 
military tribunals so-called should be governed by the 
same fundamental principles of constitutional right as 
apply when the powers of tfie State are exercised without 
* See Th* Round Tanu, No. 94, March 1934, p. 378. 
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the employmeDt of these armed forces ; furthermore* 
martial law as such can only be enforced when a state of 
vmx or armed rebellion actually exists. By this decision 
the Court has undoubtedly protected individual liberty. 
General O’Dufl^ has now appealed to the Supreme Court 
against that portion of the judgment which permits the 
Military Tribunal to try him on the charge of being a 
member of an illegal organisation, and the Government 
have so far taken no steps to bring him before the ordinary 
criminal courts on the other charges. 

The Government sustained another legal reverse in 
connection with the proceedings instituted by the leading 
members of the United Ireland party to have the League 
of Youth — ^which is the present official name of the Blue 
Shirt body — declared a lawful organisation.* The Attor- 
ney-General moved the High Court to strike out these 
proceedings as vexatious and frivolous, but Mr. Justice 
Johnston, before whom the motion was heard, declared 
that he could not decide such an important issue upon an 
interlocutory application, and that the action must proceed 
for trial. The plaintiffs, he said, alleged that the proceed- 
ings involved the question of the right of free speech in the 
Free State, and they relied on the very clear terms of 
Article 9 of the Constitution, which declares that the right 
of free expression of opinion, as well as of peaceable assembly, 
and the right to form associations or unions, are guaranteed 
for purposes not opposed to public morality. Was this a 
real guarantee or was it a mere statement of approbation 
such as sometimes was attached to cheap articles and 
clocks ? In his opinion the Treaty and the Constitution 
contained certain fundamental doctrines that were guaran- 
teed and could not be taken away. 

Obviously annoyed by these decisions, the Government, 
with somewhat petulant haste, sought to cure their legal 
mistakes by hurried legislation devised to “ restrict the 
wearing or carrying of uniform, badges, banners, and other 
* See Thi Round Tabli, No. 94, March 1934, p. 377. 
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socli articles and the use of military titles.” Tim meaanee 
was clearly directed against the Blue Shirt orguiisatioa, 
whose growing strength was apparently cau^g Mr. de 
Valera considerable alarm. The Bill, wWch was extremely 
drastic, forbade the wearing of uniform or badges, or the 
use of military titles, in support of a political party or 
ancillary associations. The Civic Guard were empowered 
to prohibit by proclamation the wearing of any political 
badge or uniform. The carrying of weapons, which term 
included sticks and stones, at political meetings was 
prohibited. The Civic Guard were given powers of arrest 
on suspicion and without warrant, as well as powers to 
seize badges and uniforms illegally worn. Heavy penalties 
were imposed for offences against the Act, varying from 
large fines to imprisonment for six months, and all offenders 
were to be tried before the District Court, from whose 
decisions there was to be no appeal, even to the High Court. 
This last provision was designed, no doubt, to save the 
Government from further legal difficulties, but if it had 
become law it would undoubtedly have had the opposite 
effect ; for it is entirely contrary to Articles 64 and 65 of the , 
Constitution, which invest the High Court with “full 
original jurisdiction and power to determine aU matters 
and questions whether of law or fact civil or criminal,” and 
to determine the question “of the validity of any law 
having regard to the provisions of the Constitution.” 
Moreover, the whole Bill was clearly vltra vires and contrary 
to Article 9 of the Constitution, which guarantees “ the 
right of free expression of opinion as well as the right to 
assemble peacefully and without arms, and to form associa- 
tions or unions for purposes not opposed to public morality.” 
This Article als<i provides that “ laws regulating the 
manner in which the right of forming associations and the 
right of free assembly may be exercised shall contain no 
political, religious, or class distinction.” 

The introduction of this measure naturally led to violent 
discussions in the Dail, where it intensified the display of 
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personal hatred and bitterness, which has been so noticeaibk 
and disgraceful of late. The Government spokesmen 
songht to justify the measure on the grounds that the 
wearing of blue shirts was provoking disorder throughout 
the country, and that the Blue Shirt organisation was a 
semi-military body arrogating to itself the right to usurp 
the duties of the police, an assumption that no Government 
could tolerate. In suppressing such an organisation they 
maintained that they were only doing what had been done 
in other countries. To this the Opposition replied that 
the Blue Shirts were brought into existence because the 
Government did not afford adequate protection to their 
opponents, whose right to free speech was in jeopardy, and 
tlut the Bill was an effort to prevent the lawful activities 
of a lawful political movement, merely because that move- 
ment was menacing the political life of the Fianna Fail 
party. Moreover, they pointed out that it made no 
attempt to deal with the menace of the I.R.A., who were 
drilling and arming with impunity, and whose organisation 
was tolerated. During the debate a remarkable and excited 
speech was made by Mr. de Valera, in which he declared 
that they were “ up against it ” and drifting towards another 
civil war. He suggested that if the Government could not 
get freedom of speech by the ordinary forces of the law 
they would get a joint composite force, a national force, 
and preserve order. What this national force was to consist 
of, or why it would be more effective than the existing 
national forces of the Civic Guard and the Army, he did 
not explain, and one can only conclude that he is still 
hankering after some arrangement that would enable him 
to bring the I.R.A. under his control. He declared his 
belief in democratic liberty, his disbelief in communism, 
and, finally, denied that he was of Jewish origin, entering 
into elaborate detaUs concerning his birth and parentage, 
which were entirely irrelevant to the discussion. He said 
that he often wondered whether the country would not be 
better off if “ the whole lot of them on the benches on both 

590 



, ■'Uhii Slid . of the >:S^tc ' ;■ ' 

tides Were talckt b\ft and put into somfi fore^u itknd and 
made to live togedier ** — a proposition that oo sensilble 
citizen of the Free State would dream of disputing, for it ii 
only too clear that this country has become the prey oi 
second-rate politicians whose personal hatreds and bitter- 
ness have poisoned our public life. 


III. Th* Enu of the Sehate i 

A n effort was recently made by Mr. E. Rice, an optim- 
istic county Cork solicitor and a former supportei 
of Mr. de Valera, to bring the leaders of the various politics 
parties together in conference, under the chairmanship o: 
Cardinal MacRory, with a view to settling the economic 
dispute with England, and to resolving their disagreements 
General O’Duffy accepted it as a conference “ to explore 
the possibility of arriving at a national policy ” ; but Mr 
de Valera rejected it on the ground that “ disagreement oi 
questions of public policy is very natural,” and that “ thi 
popular decision should be loyally accepted by all.” 

The Uniform Bill was finally rejected in the Senate by 
30 votes to 18, on March 20, and on the same day, as s 
protest against the Government’s management of the nev 
volunteer force, the Senate inserted an amendment in the 
annual Defence Forces Bill limiting its operation tc 
June 30 next. This conduct so infuriated Mr. de Valers 
that on the following day he introduced in the Dail a Bil 
to abolish the Senate. This, he pointed out, was part 01 
the Government’s policy at the last election. He said h< 
had not been able to devise a solution, nor had any beer 
offered, to the problem of creating a distinctive seconc 
chamber so constituted that one could depend upon ar 
independent judgment on any public matters that wer( 
submitted to them. The second chamber, as at present 
constituted, appeared to him to be an absolute menac< 
to this country. It had hampered the Government it 
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measures that they considered necessary {<x the 
maintenance of order ; accordingly they had come to the 
o on chiffio p that, whatever might be the ultimate decision 
regar din g the desirability of a second chamber, the 
present chamber, anyhow, as a preliminary, had got to go. 
Mr. MacDermot, on behalf of the Opposition, said that 
the Bill was not introduced on its merits, but as an act of 
ill-tempered retaliation for the rebuff the Government 
had received from the Senate, which had acted in full 
accordance with its constitutional rights. 

This Bill will, of course, be rejected by the Senate, and 
will then be suspended for eighteen months, unless in the 
meantime the Government are successful at a general 
election, in which event it will automatically become law 
within sixty days. Last year the Government introduced 
a Bill* reducing the Senate’s power of delaying legislation 
to three months, but this measure was held up by the 
Senate, who passed a resolution proposing that a joint 
committee, consisting of five members of each House, and 
the chairman of each House officio, should be set up to 
consider what, if any, changes ought to be made in the 
Senate’s constitution. This resolution, however, although 
appearing on the order papers of the Dail, has been ignored 
by the Government. Many people believed that the 
introduction of the Bill abolishing the Senate was the 
prelude to a general election, but this does not seem to be 
the case. Mr. de Valera has still four years to run, unless 
his Government are seriously defeated in the Dail, and in' 
eighteen months at most he can abolish the Senate, thus 
removing the only real obstacle to almost absolute power. 
The disappearance of the Senate will release the last effec- 
tive brake qn his progress, and will enable him to deal with 
the judiciary, the army, and the civil service as he thinks 
fit. Before an election is held, the Government must 
pass their Redistribution Bill, which reduces the member- 
ship of the Dail from 1 53 to 1 36 members. They have also 
• See The Round Table, No. 91, September 1933, p. 876. 
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die ground that it is redundant and undemocratic. Tliis 
Bill^ which would get rid of the three independent members 
representing Trinity College and increase the Government’s 
majority by two votes, is not likely to be passed by the 
Senate. 

The Government have now decided that the long post- 
poned local government elections are to be held on June z6, 
and both parties intend to fight them on the political issue. 
The Cosgravc Government properly discouraged the 
introduction of politics into local government elections, 
but the present Government refused to follow their 
example. Last year they introduced a Bill to convert the 
present local government register, which is limited to 
rated occupiers, into an adult franchise. This Bill was 
rejected by the Senate, and the coming election must, 
therefore, be fought on the restricted franchise, which 
ought to be of advantage to the United Ireland party. It 
is quite probable that if this election were to indicate a 
Government majority then a general election would not 
be long delayed. If the verdict is the opposite, Mr. de 
Valera is hardly likely to tempt providence by appealing 
to the electorate when he can attain his ends by merely 
remaining in office. 

He has recently admitted that a general election under 
present conditions would lead to bloodshed and turmoil 
throughout the country, and the succession of outrages 
that are taking place every week seems to justify this view. 
They consist of armed raids and attacks on supporters of 
the United Ireland party, firing into houses, robbery 
from banks and postal officials, burning or otherwise 
destroying political halls' and private property, and inter- 
fering -with railway lines, roads, and electrical cables. Of 
course these events do not seriously affect the ordinary 
life of the country. The worst of these outrages took 
place at Dundalk on February ii, when the house of a 
man who had given evidence before the Military Tribunal 
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wt8 Utmn up a bomb, with the result that die house 
ym wrecked, an old woman was killed, and two children, 
playing in the street, were seriously injured. Mr. Cos- 
grave afterwards stated in the Dail that a secret meeting 
of I.R.A. officers had, with the knowledge of the Govern- 
ment, been held at 44, Parnell Square, Dublin, on the 
day previous to this outrage, for the purpose of giving 
instruction to officers of the I.R.A. in the use and manu- 
facture of a land mine to be exploded on the following 
day. A similar, but fortunately less successful, attempt 
was made to blow up the residence of a prominent sup 
porter of General O’Duffy at Carrigtwohill, county Cork, 
on March 30. The systematic and identical nature of 
these outrages indicates clearly that they are the work of an 
organisation. Although some of the miscreants responsible 
have been caught and convicted by the Military Tribunal, 
the great majority escaped, and the Civic Guard seem to 
be either afraid or incapable of taking action against them. 
The Blue Shirts, who have, on the whole, observed both 
discipline and restraint under most trying conditions, have 
shown so far no inclination to take the law into their own 
hands by way of reprisals. The Irish Republican Army 
is, however, by no means a happy family. At a recent 
convention some leading members apparently advocated 
the starting of a Republican party to contest elections 
and enter the Dail ; it is now announced that they were 
“ court-martialled ” for not accepting the decision of the 
majority not to do so, and “dismissed with ignominy 
from the army.” 

The Easter holiday was availed of as usual by the I.R.A. 
to parade through Dublin in commemoration of the 1916 
rising, and about a thousand of their organisation marched 
to the graves of the 1916 men in Glasnevin cemetery. 
On this occasion Mr, de Valera’s party organised a rival 
demonstration at the graves in Arbour Hill barracks, 
which naturally enraged the I.R.A. Their so-called Army 
Council promulgated a statement declaring that coercion, 
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unfnisonme&t oi Irt^blicuia, andsuppres^n of rtpuUksn 
sendmebts were die order of the dty in Noith^ end 
Southern Irdand» while the “ British garrison ” were free 
to preach and work against the nation. This statement also 
attacked the Government for forming the new volunteer 
force, and declared that this attempt to deplete the ranks 
of the Republican Army had failed. Recruiting for this 
new force has, however, already begun, and a few com- 
panies made their appearance at the St. Patrick’s day 
army parade in Dublin, dressed in a grey-green uniform, 
which is said to be based on that worn by Roger Casement’s 
Irish Brigade, recruited in Germany ftom Irish prisoners 
during the European War — i fact that will hardly make it 
appeal to anyone who has a regard for the honour of Irish 
soldiers. Although this force is alleged to be non-political, 
the Government have entrusted its organisation to twenty 
ex-members of the I,R.A., who have no training as military 
officers, and the local committees engaged in recruiting are 
principally composed of the Government’s supporters. 
The regular army officers are naturally annoyed at being 
passed over. 

Another interesting development, and indication of the 
Government’s policy, took place when the new United 
States Minister to the Free State, Mr. W. McDowell 
(who has since died under tragic circumstances) presented 
his letters of credence to Mr. de Valera instead of to the 
Governor-General as representing the King. This new 
departure was apparently arranged directly with His 
Majesty, and the credentials were, of course, addressed to 
him. The Governor-General, in the Free State, has 
become a mere title without function or purpose, save the 
automatic signature of Acts of Parliament ; the Viceregal 
Lodge in Phcenix Park is to be converted into a museum 
of science and art. Mr. Sean T. O’Kelly, the Vice-President 
of the Executive Council, discussing the ceremony of the 
United States Minister’s reception, said that one by one 
they were cutting the ropes and chains that England wound 
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around them. They would use every effort to re>establi8h 
a republic for the thirty-two counties of Ireland. That was 
their aim, and if the gun was necessary, the people had the 
Government to direct the army, and they had the volunteer 
force behind them again. The only comment that need be 
made on this wanton and provocative statement is that 
such declarations make any form of national reunion 
impossible. They are a good example of the manner in 
which our smaller politicians seek to pander to the worst 
passions of the extremists, and attempt to justify their 
own existence. His colleague, the Minister for Education, 
Mr. Derrig, has since rather unkindly stated that the 
suggested establishment of a thirty-two county republic 
by force of arms was all nonsense — ^which, indeed, it is. 


IV. A Surprise Budget 

M r. SEAN MacENTEE, our Minister for Finance, 
has done his best to confound his critics and emulate 
Mr. Chamberlain. His third budget, which he introduced 
in the.Dail on May 9, disclosed a surplus of ;^i,3SS,ooo, 
with revenue at ,^30,229,182 and administrative expenditure 
at ^28,874,298 during the past year. Having followed 
established practice by proposing to borrow ^^7,2 12,750 for 
capital and non-recurring expenditure during 1934-35, he 
announced a prospective surplus of no less than ,^1,202,750. 
He admitted that the magnitude of the surplus for last 
year was a great surprise to him and his advisers, but he 
claimed that it was a striking and convincing testimony of 
the financial and economic strength of the State and its 
people, and pointed out that every single tax heading 
showed an excess over the estimates. In the distribution 
of this surplus Mr. MacEntee has endeavoured to please 
everyone. He has set aside £250,000 to inaugurate a 
scheme of undows’ and orphans’ pensions ; the unemployed 
are to benefit by an increase of £150,000 in the grant for 
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reUef woria ; Iktwtng grants in the Irish-'^aking districts 
absorb £60^000 ; a sum of ;£l8o,ooo is allocated to provide 
penskms for members of tlie old Irish Republican Army, 
who, because of their participation in the civil war, did not 
share in the pension scheme of the Q)agrave Government ; 
the athletes are encouraged by a complete remission of the 
entertainment tax on all outdoor athletic sports ; growers 
of Irish tobacco receive an additional rebate in duty of 
twopence a pound ; and last, but not least, the business 
community are pleased by a reduction of sixpence in income 
tax, which brings it down to the British level, and the 
entire population by a reduction in the tax on tea (our most 
popular beverage) by fourpence a pound. These last two 
concessions to the taxpayer will cost £^60,000, leaving 
Mr. MacEntee next March with the extremely modest 
estimated surplus of ^^2,750. 

On the taxation side, he has increased some present 
customs duties, and imposed new ones. The duty on 
imported newspapers is increased from two-fifths of a penny 
per copy to two- thirds of a penny per copy as from May 28. 
Forty per cent, of the total tax revenue last year came froin 
customs duties. The sums to be met by borrowing include 
two-thirds (^1,500,000) of the amount needed for bounties 
and subsidies, and £^00,000 in respect of funded land 
annuity arrears. 

Discussing the debt position, the Minister claimed that 
the Fianna Fail Government had reduced the net public 
debt of the Free State by a sum of ^^5,460,000 in two years. 
But he admitted that this did not include half the cost of 
all land purchase transactions carried out under the Land 
Acts passed by the Free State Government since 1923, 
which will eventually amount to ;^i7,ooo,ooo. Enumerat- 
ing the sums expended by his Government on relief works, 
industrial development, social services, and relief of rates, 
which totalled £i5,S79fOOO, he pointed out that to achieve 
all this they had only raised one loan of £6,000,000, of which 
;CS» 35 ®>ooo remained in the Exchequer at the close of the 
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financial j^ear. It sounded almost unbebevable, he said, 
but h was true. The figures were incontrovertible. The 
Sute, and therefore the community as a whole, was financi- 
ally sounder and stronger than when th^ took over. 

It may be doubted, however, whether the community, 
individually, and particularly its agricultural members, 
would endorse this optimistic statement. 

The Irish Free State. 

May 1934. 
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GREAT BRITAIN : THE SLIPPERY 
SLOPE 


I. The Budget andJthe Unemployed 

O N April 17 Mr, Neville Chamberlain opened his 
third budget in this Parliament, armed with a surplus 
of 45 2,000 on the previous year’s accounts.* Even 
in a year of fairly general though laborious economic 
recovery, a surplus of that size on a budget of roughly 
£800,000,000 (including self-balancing revenue and ex- 
penditure) must be reckoned no mean achievement. The 
cuts and the taxation imposed in 1931! have meant a 
real tightening of the belt. The rentier, who as a rule 
gets little sympathy, has suffered under the treble burden, 
of income tax at 5s. in the £, the conversion of government 
and other debt to lower rates of interest, and losses of 
income through defaults or reduced dividends. The 
salaried and professional classes have felt the pinch through 
reduced and more precarious incomes, through higher 
taxation, and through the reduction in the scale of income 
tax allowances. The latter measure has struck very 
heavily at married people with moderate incomes. Apart 
from his greater economic insecurity, the wage-earner in 
employment has probably been as well off as ever he 
was before, but 1>eneath him again the unemployed have 
had an extremely hard time. True, the cost of living had 
fallen by a percentage at least commensurate with the cuts 

• Before allowing for “ token payments ” of £$-3 million (assumed to be on 
capital account) to the United States, 
t See Tuk Rwmd Ta>u, No. 85, December 19}!, p. 118. 
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in nnemployment benefit; but the latter was never 
intended to be a sufficient maintenance for those OTt 
of work over a long period of time, and protracted depression 
has gravely increased the numbers of the unemployed 
who have been without a job for weeks and even months 
together. In these circumstances, reserves become ex- 
hausted, little bits of property are pavmed without hope of 
redemption, and the need of repairs to boots, clothing and 
furniture becomes ever more pressing. What, therefore, 
was adequate even in 1931 for the typical unemployed man 
has become inadequate to-day. 

It was no wonder that among all parties the first claim 
on any budgetary surplus was widely felt to be the restora- 
tion of the cuts made in unemployment benefit two and a 
half years ago. Mr. Chamberlain’s announcement that 
this would be done was greeted with prolonged cheers. 
In order to spread the reliefs as widely and equitably as the 
sacrifices had been spread, Mr. Chamberlain next reduced 
the standard rate of income tax from 5s, to 4s. 6d. in the 
He was unable to make any alteration in the scale of 
personal and family allowances. For the rest, he proposed 
to restore one-half of the cuts that had been made in the 
wages' and salaries of public servants. These concessions 
reduced his prospective surplus to the nominal amount of 
;^8oo,ooo, with expenditure at £70S-J million (against 
£6()o-i million last year*), and revenue at £706'$ million 
(against ^724-6 million). No provision was made for war 
debt instalments. 

The budget caused fairly general satisfaction and was 
greeted with applause in finaiicial circles. Nevertheless, 
a number of criticisms have been vigorously voiced both 
in the House of Commons and outside. The first is that 
the Chancellor has taken a falsely and perhaps damagingly 
cautious view of his prospects for 1934-35. Expert financial 
commentators had predicted a prospective surplus of the 
order of ^^50, 000, 000, on the basis of existing taxation and 
• Excluding payments to the United States Government. 
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mm ^ «i^^4ktti<«y^ereas Mr. Chamberlaiii pat h xto 
higher diaa ^^29,000,000. The discrepancf is accoiuited 
for lif 'di^ences in the estimates of the yield of income 
tax and surtax. The yield of income tax in 1933-34 was 
j^x*9,ooo,ooo, to which must be added £12,000,000, a 
noh-recurring loss of revenue suffered last year through an 
alteratm in dates of payment. Instead of improving on 
this total of ,{^241,000,000 in accordance with rising 
prosperity, Mr. Chamberlain actually bwered his estimate 
to £2^0,000,000. He explained that profits were still 
falling during the first half of the previous financial year, 
on which tax assessments for 1934-35 would be based. 
The Treasury, of course, is in a far better position than 
any outside authority to judge what is likely to be the 
total of assessable income on which tax will be due ; 
nevertheless it is widely felt that in this item, as throughout 
his revenue estimates, Mr. Chamberlain has erred deliber- 
ately on the side of caution. 

If this is true, there are two possible explanations. A 
budget yielding a large surplus is deflationary in its direct 
consequences, since the reduction that it effects in public 
purchasing power by means of taxation exceeds the amount 
that it replaces in the shape of public salaries and other ex- 
penditures. The Treasury may be calculating, therefore, on 
such a revival of capital investment as will absorb both 
current saving of the ordinary kind and the compulsory 
saving imposed on the community by governmental finance. 
It may also be their view that industrial recovery, delicate 
as it is, needs the continuous tonic of observing public 
revenue to be more buoyant than was anticipated. 

The other explanation that may be offered for this 
presumed budgeting for a' surplus is that the Chancellor 
wishes to have as much as possible in hand to distribute in 
1935. Next year’s budget may well be Mr. Chamberlain’s 
last before the Government faces a general election, 
and the Opposition parties are making no secret of their 
belief that political foresight has inspired the conservatism 
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o£ tiw estiinates. There is still a third possibilitj' 
has aot been so freely alluded to, though it has been preseat 
to many minds. The failure of the Disarmament Caofer- 
ence to secure any immediate progress towards a genuiitf 
reduction of world armaments, and the increased proTiakm 
being made for defence not only by Germany but also 
by naval Powers, have forced us to consider whether for 
safety’s sake we shall not have to spend more on our 
defence forces within the next year or two. The Govern- 
ment may be considering this eventuality when they adjust 
their finances so as to have a margin available should the 
necessity arise. 

The second main line of criticism of the budget is partly 
dependent upon the soundness of the first. Not only the 
Opposition but also sections of Conservative opinion hold 
that the Government ought to have done more for the 
lowest income stratum of the community. The direct 
cost to the Exchequer of restoring unemployment benefit 
to the 1931 rates is only £$,600,000 in the current financial 
year ; for the burden of higher rates of benefit to claimants 
still possessing insurance rights — ^^4,800,000 in the current 
year— is to fall upon the unemployment insurance fund.* 
Against this ,^3, ^,000, it is pointed out, the Chancellor 
has given £20,^00,000 in relief to income tax payers. 

The principle of the Unemployment Billf (which is 
still before Parliament) is that the unemployment insurance 
fund should be autonomous and self-supporting. Accord- 
ingly the Government could not give direct relief to the 
insurance beneficiaries, except by increasing the rate of 
Exchequer contribution per employed worker. But of 
course by an amendment of the Bill they could relieve the 
fund of part or the whole of its outstanding debt, the 
service on which is approximately equal to the cost of 
restoring the benefits to their 1931 level. Pressure was 
vainly brought to bear upon the Government at least 

• See Thk Round Table, No. 93, December 1933, p. m. 

t Lee. «■*,, and The Round Table, No. 94, March X934, p. 354. 
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to use ^ actiM surplus of ;^34,ooo,poo for tl^ reduGtio& 
of unemployment fund’s indebtedness, insteafd of fen* 
general debt redemption. The desire to do more for the 
unonployed is bas^ on a sense of political realities SS 
wdl as on an appreciation of the fact that small incrmses 
or redactions of income mean infinitely more, in terms of 
hunum comfort or distress, when the recipient is near 
the subsistence level than when he has some reserve of 
unnecessary expenditure on which to economise. 

The real concern felt for the unemployed in all parties 
and sections of the community is portrayed by the fact that 
on February 20 the Government’s majority fell to the lowest 
point it has yet reached on a proposal to raise the un- 
employment assistance allowance for a dependent child 
from 2s. to 3s. a week. It was disturbing for a Govern- 
ment backed by such overwhelming numbers to find its 
majority reduced to no more than 52 on a vote of 302 
members, out of a house of 615. Some 70 members who 
normally support the Government went into the Opposition 
lobby, and obviously a great many others deliberately 
abstained. 

Some embarrassment was recently caused to all parties 
by the organisation of a great march of the unemployed 
on London from every part of the country. The Labour 
party and the Trades Union Council officially repudiated 
the march, but many individual members and local organisa- 
tions of the party gave to the marchers both encouragement 
and assistance. The Government refused to allow their 
spokesmen to appear at the bar of the House, and the 
immediate fruits of their demonstration must have been 
disappointing to the participants. Nevertheless, the disci- 
pline and organisation that were displayed, and the peaceful- 
ness of the demonstrations both en route and in London, 
probably enhanced the public sympathy for the unemployed, 
which more violent expostulation might well have lessened. 
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II. The Government’s Future 

T here U some evidence that the tide of fortune in the 
constituencies is no longer flowing quite so strong^ 
against the Government as during the first two years of its 
life. There have been five by-elections in the last quarter — 
North Portsmouth, the Scottish Universities, Lowestoft, 
Basingstoke and North Hammersmith. In only one of 
these, the last, where a G)nservative was displaced by a 
Labour candidate, was there any change in the party 
representation, and in that case it meant merely a return 
to the state of affairs before 1931. If we omit the Scottish 
Universities election, in which there was no Government 
candidate, and if we divide the 1929 Liberal vote in North 
Portsmouth proportionately between Conservative and 
Labour (there having been no Liberal candidate in the by- 
election), we find that the ratio of Conservative to Labour 
votes is now almost exactly the same as it was five years 
ago. The Liberal poll has fallen by a considerable per- 
centage, but it is fair to add that at Lowestoft the “ in- 
dependent ” Liberal candidate, who forfeited his deposit, 
had no official party backing. In by-elections, of course, a 
great deal depends on transitory circumstances and on the 
personalities of the candidates. In so far, however, as 
these latest results are any guide, if a general election were 
held now the House of Commons would return to approxi-^ 
mately the same complexion as it had during the office 
of the last Labour Administration. The Government’s 
popularity has been enhanced by the steady fall in un- 
employment, which is recorded on another page,* and this 
has also meant a certain slackening of the agitation against 
the “ means test.” The attacks of the Opposition in the 
press and in the country are directed mainly against the 
Government’s alleged apathy over housingf— a subject on 

• See p. 611. 

t Sec The Rouho Table, No. 94, March 1934, p. 349. 
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niisch the aatkm^s consdence has undoubtedly been atoased 
— and the probability of higher prices for food as a result 
of Mr. Elliot’s agricultural marketing schemes. 

It is noteworthy that the only by-election of the five in 
vdikh the Opposition achieved a positive success was in a 
London constituency ; for their last outstanding success 
of the kind was also in the metropolis, at East Fulham,* 
and one of the most interesting events of the quarter has 
been the triennial elections for the London County Council, 
which have given Labour a majority for the first time. 
In these elections the housing issue and the administration 
of public assistance to the unemployed played a dominating 
part. A large section of the Conservative press tried to 
direct the electors’ attention to the question of the grant of 
public contracts to co-operative societies, which virtually 
form part of the Labour movement. Their campaign, 
however, seems to have been rather a boomerang, as it gave 
an enormous free advertisement to the co-operatives. 
At any rate, a socialist administration is now installed at 
County Hall, under the able leadership of Mr. Herbert 
Morrison, who was Minister of Transport in the last- 
Labour Government, and who is Sir Stafford Cripps’ princi- 
pal rival as heir-apparent to the leadership of the Labour 
party. • 

Mr. Lloyd George, who has otherwise kept mainly in 
retirement of late, while he has been writing his memoirs, 
addressed a striking letter to an anonympus Liberal in the 
North Hammersmith division, urging him to vote for the 
Labour candidate. The latter, he wrote, 

may go farther in some directions than you would care to travel. 
But the point he wishes ultimately to reach is a long way off. Mean- 
while he is on the right road and walking steadily our way. . . Hie 
collapse of liberty on the continent of Europe is in every case 
attributable to the failure of men of progressive ideals to cohere and 
co-operate on the only issues of immediate moment. . . Put liberty 
and human progress first and choose the man who comes nearest to 
representing your ideals. 

* See Trs Round Tabu, No. 93, December 1933, p. 149. 
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A great many^ former Liberal voters have doubtless b<i*n 
acting, or at any rate thinking, as Mr. Llo^ George 
advises without the necessity of his intervention. 
transfer of Liberal votes to the Labour party, involving the 
gradual fading away of Liberal representation in Parliament, 
is a far more probable way by which the forces of opposition 
to the Government will be unified than any overt scheme for 
alliance between Liberals and Labour. The Labour party, 
encouraged by recent electoral successes, and taught by 
•the experience of its previous terms of office, is in no mood 
to contemplate such an entente. The idea has just been 
explicitly repudiated by a Liberal party conference. It 
may even be that certain Liberal leaders of the Left will 
actually transfer their allegiance to Labour. 

Strangely enough, Mr. Lloyd George’s plea for union 
against the forces of dictatorial reaction has been repeated 
as an argument in support of the National Government 
itself. Sir Thomas Inskip, the Attorney-General, shocked a 
great many Conservatives by saying on April 24 that they 
ought not to be afraid to face the permanent constitution 
of a National party merely because in 1931 they thought 
it was. only a temporary arrangement for an emergency. 

There are large numbers of electors who call themselves neither 
Liberal, Labour nor Conservative who would not be attracted very 
strongly by an appeal from the Conservative party as such. . . Our 
political liberties are really put in jeopardy. We shall certainly 
want at the next election a party strong enough to receive the support 
of all men of goodwill, strenuously opposed to socialism on the one- 
hand or fascism on the other. We shall be making a profound 
mistake if we think we are so secure against these dangers as to be 
able to split into different parties. , . What we want is an associa- 
tion of men not agreed on minor points, but on those great principles 
which will preserve to us our individual liberties, and our political 
Lberty^ free from any assaults of any dictatorships. 

This is the most definite evidence yet of the Govern- 
ment’s supposed intention to fight the next general elec- 
tion on a “ National ” ticket, with a joint organisation 
including the National Liberal and National Labour 
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ptudes. Hut ptob*bilit7 is causing great a^pr^^utott 
in tbcne pcmetful Gonserrative circles which are anxkras to 
fight on a party platform and with a purely f^^nservative 
policy. A co-ordinating committee for the National 
Government, consisting of two members of each of its 
supporting parties, has been formed largely in order to 
promote a National ” organisation in the constitumtdes. 
There have been rumours that the committee’s plans 
included the allocation of a number of seats at present held 
by Conservatives to National Liberal or National Labour 
candidates, and also an arrangement whereby seats now 
held by Opposition Liberals would be opposed at the 
general election not by Conservatives but by members of 
the other two Government parties. 

These suggestions have been greeted with a storm of 
objection in Conservative quarters. Some local Conser- 
vative associations, who have complete liberty under the 
party constitution to choose their candidates for them- 
selves (though as a rule the central office is able to use 
considerable pressure), have even revolted against im- 
plementing Mr. Baldwin’s promise in 1932 that National. 
Liberal and National Labour members who supported the 
Ottawa Agreements Bill would not be opposed by Con- 
servatives. In three constituencies at present held by 
National Labour members (Tottenham South, Lichfield 
and South Nottingham) the associations propose to put 
up Conservative candidates. These difficulties will un- 
doubtedly be increased when the issue of Indian self- 
government is brought to a head. 

III. Conservatives and India 

A STIFLED fire burns in the midst of the Conservative 
party, breaking forth every now and again into threaten- 
ing flames. The necessary protraction of the work of the 
India Joint Select Committee has given time for the 
Die-hards to advance their campaign against the White 
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Paper-poEcj^y sod on the whole they seem to have had towe 
•nccessy at any rate in the country. This was, perhap*, 
iaevitabk, quite apart from the merits or the personalities 
of the case ; for while decisive action, howevw dubiota 
its wisdom, soon comes to be tacitly accepted even 
former opponents, prolonged inaction, however well justified 
by necessary deliberation, gives rein to prejudice and doubt 
even among former adherents. 

At a meeting of the Central Council of the National 
Union of Conservative Associations on March 28, a motion 
to the effect that no further resolutions on the subject of 
the Indian constitution should be considered by the 
organisation until the Joint Select Committee should have 
reported was carried by 419 votes to 314. This was, 
of course, a victory for the Government attitude that the 
issue should not be prejudged while still before the Select 
Committee ; but in view of the fact that nine months 
previously a motion accepting that attitude had been passed 
in the Central Council by the much larger margin of 838 
votes to 356, the supporters of Mr. Churchill were swift 
to claim a success for their cause. There is a good deal 
to be said, however, on the other side. While suspicion 
has grown among the Conservative rank and file, members 
of Parliament have undoubtedly been more and more ija- 
pressed by the evident lack of support for the Die-hard 
policy in any responsible quarters in India itself, except 
perhaps among extreme Mahomedans and a few of the 
Princes. 

Thus the fire has smouldered on, sending out a tongue of 
flame at each by-election, each meeting of Conservative 
organisations, or similar political occasion. Mr. Churchill 
brought the bellows to it when he moved in the House of 
Commons, on April 16, for the reference of certain charges 
against Sir Samuel Hoare and Lord Derby to the Committee 
of Privileges. He alleged that they had used their position 
as members of the Government to influence the Man- 
chester Chamber of Commerce to amend its written 
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fxTDmrable to die White Paper {^n. The ^ecretarf of 
State, whik ea^ressing his complete willingness to Imve 
the charges investigated, replied that he had done nothing 
that was not open for any member of the Joint Select 
Committee to do, and that his endeavours were confined 
to preventing the ruin of the India-Lancashire cotton 
negotiations. 

The report of the Committee of Privileges has not yet 
been pubhshed, but in any case Mr. Churchill has probably 
lost support in the House by turning a political difference 
of opinion into a personal attack. Nevertheless, the incident 
must have aroused some uneasiness among wavering Con- 
servatives in the country, and it has certainly intensified 
the bitterness that has grown up between the two factions. 

Nothing is more exasperating than the sense of being 
gagged, which the opponents of the Government’s policy 
have undoubtedly experienced, though with little justifica- 
tion. On the other hand, the tempers of Sir Samuel 
Hoare and other protagonists of the White Paper policy 
have equally been frayed by the objectors’ guerilla warfare. 
Whatever may be the immediate repercussions of Mr. 
Churchill’s accusation, and whatever may prove to be the 
terms of the Select Committee’s report, this breach in the 
Conservative party will not be soon or easily healed. Upon 
the India issue, it is not too much to say, hangs the fate 
of “ government of national concentration.” Conser- 
vatives like Mr. Baldwin, who believe in the continuance 
of the present party amalgam, may soon be forced to choose 
between their faith in the “ national ” principle and their 
loyalty to their party. If events were to present such a 
bare choice, most of them would probably feel drawn 
first towards their party. On the other hand, many of 
the grumblers, when put to the test, would refuse to carry 
their dissent to the point of breaking up the Government 
or of revealing an open gulf within the ranks of the Con- 
servative party. 
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These being, in brief, the political data, some piwp^ 
have predicted that when the Select Committee ha 
reported the Government will amend its proposals in the 
direction of the Die-hards’ views, possibly to the extent of 
reserving the administration of law and order. These 
alterations of the White Paper plan would be sufficient, if 
this prediction is well founded, to turn the Die-hard 
opposition from a serious menace into a comparatively 
negligible “ cave ” ; while they would not be too much 
for the Left supporters of the National Government to 
stomach. This, of course, is no more than a rumour, but 
the very fact that it receives credence is significant. Its 
truth, however, is rendered the more dubious by the 
personal bitterness already referred to, which must have 
hardened the hearts of supporters of the White Paper policy 
against any such compromise. 


IV. Economic Recovery 

O N April 26 Mr, Runciman enunciated before a 
Cardiff audience seventeen “ reasons for believing 
that the achievements of the British people were without 
parallel up to April, 1934.” Regarded as “ seventeen points 
which had been successfully accomplished by the National 
Government,” the bag was rather mixed, ranging, as it 
did, from the rise in industrial securities and the reappear- 
ance of industrial dividends to the Government’s success 
in “ lowering tariffs in foreign markets by negotiation, 
a matter which had not been accomplished since the days of 
Cobden.” Making all allowance for ministerial enthusiasm, 
Mr. Runciman had good grounds for his cheerfulness, 
although it is a moot point how far the movement towards 
economic recovery is to be traced to the peculiar virtues 
of the British people and its Government. The upward 
movement has probably gone too far now to be reversed. 
Its pace may falter (as it did in February), but the pro- 
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InlsiScta ioUow the healthy trend of all the ectuthmic 
amrea. 

Althoo^ the domestic picture contains fio much that 
is hopeful^ distrust keeps broking through, and there is 
recognition eyen in the most unlikely places of the truth 
that in the main the recovery is limited to internal con- 
ditions, and that while it is paralleled in most industrial 
countries, it is not being accompanied by a corresponding 
increase in international trade. 

Within these limits, nevertheless, the British figures 
are highly satisfactory, though there are still 2,148,000 
registered unemployed, and large tracts of the country 
have not yet seen much revival. The fall in unemployment 
continues j the rise in the indices of business activity is 
maintained (the index of production in the March quarter 
was the best for a first quarter since 1930) ; retail sales have 
improved, and show greater popular consumption not only 
in London and the South, but also in the North and in 
Scotland. Building is at a high level of activity (though 
there are still 146,000 unemployed in the industry). The 
iron and steel industry is working at 80 per cent, of capa- 
city ; Mr, Runciman said he had been amazed to find 
how many steel works were operating at 100 per cent, of 
capacity. Engineering is much improved ; shipbuilding 
shows twice as much tonnage under construction as last 
year, even apart from the resumption of work on the 
Cunarder j but the volume is still extremely low. Most 
other industries — cotton excepted — show more activity. 
The improvement in railway traffic receipts continues, 
and so does the progressive increase in provincial bank 
clearings. The volume of retained imports (especially 
raw materials) has grown — ^morc rapidly, however, than 
exports. 

The April unemployment figures were less uniformly 
encouraging than those for March. The decrease on the 
month (53,000) would have been 30,000 greater had it 
not been for the flood of school-leavers turned out at the 
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end of die Easter term who had not quid^ fottod }0i». 
The decline began in coal-mining, and the ^ee 

textile industries of woollen and worsted, cotton and 
hosiery showed a slight increase of unemployment. The 
total volume of registered unemployment in Great Britam 
at April 23 was 549,000 less than it had been a year before, 
and the numbers employed had risen during that period by 
638,000. 

The condition of the cotton industry remains pretty 
desperate, and has led the Government into an active 
and hazardous adventure in imperial policy. The discus- 
sions between representatives of the Japanese and British 
cotton and rayon industries collapsed in March after four 
abortive conferences. Conflict arose on the fundamental 
question of the scope of any agreement that might be 
reached on the division of markets ; the British asked for a 
quota agreement to cover world markets ; the Japanese 
insisted that only crown colony markets could be con- 
sidered. There had apparently been a change of opinion 
in Japan ; feeling against any limitation of exports had 
grown after the conclusion of the Indo-Japanese agreement 
with its barter provisions. Mr. Runciman was equally 
unsuccessful when he took the negotiations over personally ; 
for the Japanese Government proved no more helpful 
than the Osaka industrialists. On May 7 Mr. Runciman 
announced that the Government’s hands could be tied 
no longer. Crown colonies were being asked to apply, 
as from that date, a system of quotas on imports of cotton 
and rayon piece-goods. British silk and rayon duties were 
to be immediately reviewed by the Import Duties Advisory 
Committee. Tariff action in the case of other Japanese 
imports into colonial markets would be considered. 

The quotas for foreign countries are to be fixed on the 
basis of 1927-31 — the years before the big depreciation 
of the yen. This allows an expansion of trade for Holland 
and Italy, and cuts down Japan’s exports to the crown 
colonies by two-thirds. East Africa and Hong Kong are 



amli 

«k6e|>«ed £rogi t 3 ie qnoC« scheme, and is West iiliEi^ 
Japanese compedthm vnll be dealt with hy tarifis: aiUtho;^ 
Japan xoay find that no more than from $ to per colt, 
of the total volume of her ejq>oits is affected, that is enough 
to be embarrassing. Whether Lancashire can make cotton 
and rayon goods cheap enough for the impoverished colonial 
populations to buy, whether the colonies will readily 
accept the cutting o 8 of cheap supplies at the dictation of 
Whitehall, and whether this is the most effective means of 
fighting Japan are questions that still await an answer. 


V. lNDtI8TatA.L REORGAMISATtOM AND WaCES 

L ARGE-SCALE industrial reorganisation still falters. 

After 22 months of discussion, the iron and steel 
industry has taken the first step towards the reorganisation 
that was held to be so imperative that the grant of tariff 
protection was made conditional upon it. On April 19 the 
industry accepted by 90 votes to 24 a draft constitution 
for the new central body that is to direct the industry. 
This admittedly “ provides only the methods and machinery 
of organisation,” but it apparently satisfies the conditions 
of the Import Duties Advisory Committee. Compared, 
however, with the kind of reorganisation that everybody 
had in mind two years ago, the present scheme is rather a 
pale shadow. The National Federation of Iron and Steel 
Manufacturers has been transformed into a chartered body, 
the British Iron and Steel Federation, with an elaborate 
constitution, a council of at least 70, and an executive, 
representing autonomous sectional organisations. The 
executive and council ha'vc now to begin a study of the 
means “ to promote the maximum of manufacturing and 
commercial efficiency throughout the industry ” and 
concurrently “ to expand the export trade in iron and steel 
products,” which the resolution of April 19 kid down for it. 
The deky in framing a scheme acceptable to a majority 
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reflected the deep conflict between the different interetts 
within this by no means homogeneous industry. 'Hie 
earlier draft schemes proposed a central corporation to 
control the work of a dozen separate trade associations • 
each of these would represent a group of iron and sted 
products, and would have as its objects the promotion of 
amalgamations and re-equipment, the elimination of re- 
dundancy, and so on. These positive objects have rather 
faded into the background, and so has the subsequent 
scheme for output quotas and price-fixing and the centralisa- 
tion of export sales. How far these plans will re-emerge 
depends on the spirit in which the new governing body 
performs its task. The danger is that the present revival 
of the industry may lead to a neglect of its long-run interests, 
and that concentration on price-fixing and quotas may 
divert energies from the elimination of high-cost producers 
and the concentration of production that the industry 
needs. 


In the coal industry there is a little progress to record, but 
not on the side of structural reorganisation. After waiting 
two years for the owners to agree on plans for correcting 
some of the more flagrant defects in the Coal Mines Act 


of 1930, the Government produced their own Bill. Its main 
feature was the removal of output control from coal 
destined for export, though price regulation was to be 
maintained. The Government had not much enthusiasm 
for their Bill, but it served a useful purpose ; for, moved 
by the threat, the owners hastened to provide a voluntary ' 
alternative (in the shape of an export pool), and the Govern- 
rn^t agreed to apply this by Order and to withdraw the 
Bill. It is hardly creditable that it should have taken two 
years to reach this point, and many serious abuses under 
the 1930 Act still remain to be corrected. It is only fair 
to note however, that the spirit of constructive criticism 
18 devdopmg among the owners. A reform like the 
^tionahsation of royalties, for example, is now advocated by 
men to whom a few years ago it would have been anathema. 
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^eviebpoimt of importance k the lenval o£ 
Kttempm to neach a marketing agreement between the 
Britkh and Polish coal indnstries. The qntlodt k nn- 
promisang. Since the last n^tiations, vdiich took place in 
the autumn of 1931, the idles hare been reversed ; sterling 
depredation and the quota provisions of the Scandmavka 
agreements have made Great Britain, not Pdland, the more 
a^reasive competitor. 

In the cotton industry, reorganisation is held up once 
again by apparently intermiaable talk. The Federation 
of Master Cotton Spinners* Associations has prepared a 
scheme for a compulsory cartel, with transferable quotas 
for all yarn producers, combined with a levy for the purchase 
of redundant plant. Internal differences, however, have 
caused a postponement of its submission to the general 
body of members. Another census of plant has been taken 
which shows that in the last three years the physical con- 
traction of the industry has been extremely rapid. But 
however cruelly beneficial the process of “healthy bank- 
ruptcy” may have been, it has not proceeded quickly 
enough to overtake shrinking demand. The price-fixing 
arrangements introduced last year for spinners are still in 
force, but they are precarious, and in any case they offer 
no permanent solution of the problem of redundant plant. 

One effect of the budget will be to stimulate the move- 
ment for wage increases in industry. The way had been 
led by the local authorities, many of whom had already 
restored the cuts made in their employees’ pay, while 
several of the industrial councils of public employees had 
taken the same course. Now, under the budget, the 
teachers, the police, and the civil servants have benefited, 
and it is not surprising that trade union branches in many 
industries have begun to press their officials to put in wage 
claims. Nevertheless, it will be some time before the 
unions act with much confidence or determination. 

The railwaymen have been among the first to try to 
seize an advantage from improving trade. Although it was 
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only ift tke middle of 1953 that the nilwzy traflk leddptt 
b^B to improve sharply from their low level, the viWHts 
have alrrady made their claim for a restoration of the wage 
reductions of 1931. The companies are reluctant to 
concede anything, but how far the unions will push their 
demands remains doubtful. It is only 17 months since 
the unenforced award of the chairman of the National 
Wages Board in favour of a further reduction of wages, and 
in its inception the unions’ present claim had something 
of the nature of a defensive move. A complicating fact is 
that the industry’s negotiating machinery is at the moment 
out of action. The companies’ notice to withdraw from 
the conciliation machinery set up under the Railways Act, 
1921, has now run out. The proffered substitute — z 
narrowing of the field of the final tribunal, and the con- 
version of the large joint board with a neutral element 
into a small body of three, endowed with some powers of 
compulsory arbitration — has been rejected by the unions. 

The coal industry has ceased, for the time being at least, 
to exercise any wide influence on the temper of industrial 
relations. This summer wiU not see a repetition of the 
annual crisis in the fixation of wages and hours. Scotland 
and Lancashire have concluded new district agreements, 
the former containing a slight concession to surface workers. 
South Wales has reached a deadlock over the method of 
appointing arbitrators to hear a claim for an increase of 
wages, but neither there nor in other districts are the owners 
seeking any lowering of conditions. Moreover, wages have 
become a less frequent cause of local pit disputes than 
non-unionism. 

These are all indications of the kind of change in 
the spirit of labour that one would expect to accompany 
trade improvement. The total effect is so far slight, but 
the autumn may see more trade union activity. Agricul- 
ture is one of the industries in which some gains have already 
been recorded — a dozen or so counties have advanced their 
minimum rates a little. 



^ ttoc^iles tlw dbution is qmte difieraat, mealing a 
BS^ jpluse of state iAterveation in iodostiy. -Au eacfier 
article * described the breakdown of collective agreements 
in the weavii^g section of the cotton industry, and the 
j^peala of the organised emplc^ers and the t^e uaiofos 
to the Government for the statutory uiforcement of wage 
rates. Since then the undermining of wage standards has 
gone on steadily ; there has been no recovery in trade or 
return of profits ; the pressure of competition from wage- 
cutting employers has forced the hands of many who 
would have preferred to adhere to the agreed rates. The 
Cabinet, however, was reluctant to apt on the industry’s 
appeal ; it was by no means sure of the attitude of em- 
ployers and unions in the other great industries towards 
government intervention to keep up wages. But eventually 
their resistance gave way, partly perhaps because of the 
desperation of the case, and partly because employers in 
some other industries, having become alarmed at the pro- 
gress of undercutting among themselves, were more dis- 
posed to see an experiment in enforcement in the cotton 
trade, (The student of historical parallels will find from 
the pages of Mr. and Mrs. Hammond’s Tht Skilled 
Labourer that the employers’ arguments of to-day were 
anticipated by their predecessors in 1819 and 1826 when 
they asked for legislation for the enactment of a minimum 
wage to stop undercutting.) 

The Government Bill is a severely restricted measure. 
It applies only to cotton-weaving factories in a carefully 
limited area — Lancashire and parts of the adjoining 
counties — ^and it runs for only three years. The Minister 
of Labour is not to enforce all existing agreements, but 
only such as he may be requested to enforce on the joint 
appeal of employers and unions. He further safeguards 
himself against accusations of partiality by having an 
advisory body of three members. He takes no re- 
sponsibility for enforcement (as the State does under the 

• See Th» Rovnb Taslx, No. 9*, Septembei 1933, pp. 83a-S- 
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Trade BcMrd and Agricultural Wages Acts). 
employers can be sued by aggrieved operatives in dte txir 
court for vnthheld wages, or can be prosecuted in the po^ 
court and fined, in which case, presumably, liie inidativ 
would have been taken by the employers’ association o 
the union. The Bill is simple enough, but that is onl 
half the battle. What agreement is to be declared enfora 
able ? Obviously if the industry is in a state of confoSioz 
with employers paying widely differing rates, it is irz 
practicable to go back to the old complicated price lia 
that has been ^scarded over the larger part of the trad< 
Before the Minister can act under the Bill, therefore, 
new and simplified list will have to be negotiated, possibl 
making drastic changes in the methods of wage paymem 
not all to the operatives’ advantage. And if the partie 
fail to make a new agreement — as may well happen, for th 
cotton trade does not take kindly to new or logical solution 
— ^then the Act will be a dead letter. There will be n 
prospect open but another period of drift and, in the end 
a trade board. 

The influence of the Bill will not, however, be confine 
to cotton ; for now that the Government has once concede 
the principle of statutory enforcement of collective agree 
ments other trades are likely to ask for its application t 
them. The woollen and worsted industry may come t 
this position, although it seems more ready to fulfil th 
conditions required for a trade board. It differs fror 
cotton in the relative prosperity to which tariffs hav 
restored it, but its wages standards are even more chaoti( 
Disorganisation has gone far ; agreements have collapsed 
and although the Ministry of Labour has rejected the unioni 
demand for a trade board, and has prevailed on the en 
ployers to meet the unions, the old tradition of coUectiv 
bargaining through an industrial council is dead. Th 
employers will not go further than stabilising 1931 rate 
(which would mean reductions to many workers) and dis 
overtime ; the unions ask for a new agreement 



iLeorganisati^^ W^^gei 

tbe reiit(»fttioi|jdjf'h^ the cots of I93i» end jesat legtdadoa 
of overtime. Now the ball has been toss^ to the 
Goirornment again. 

The movement for a 40-hour wreek has dropped somewhat 
into the background with die recoveiy in emploTment and 
the interest in wage claims. The engineering and ship- 
building unions continue to press it on their employers, 
without receiving any satisfaction. A few firms, notably 
Messrs. Boots at their Nottingham works, have adopted 
the shorter week, and the principle commands an increasing 
amount of theoretical assent. The Government having 
announced its complete hostility, British opposition to the 
draft convention to be discussed by the International 
Labour Conference is assured. Mr. Elliot has apparently 
been less successful in spreading his ideas of the “ Leisure 
State " among his Cabinet colleagues than his ideas of 
national self-sufficiency. 
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ECONOMIC EXPERIMENT IN 
CANADA 


I. The Central Bank 

O N February 22 a Bill was brought down to the House 
of Commons to incorporate “ the Bank of Canada.” 
Sponsored by the Government, it was introduced by the 
Minister of Finance, the Hon, E. N, Rhodes, and supported 
by the Prime Minister. The introduction of the Bill was 
immediately followed by some debate, and objections to 
the form of the Bill were raised by members of the Third 
party,* It was, however, passed through its two first 
readings in a few days, and was then sent on to the Select 
Standing Committee on Banking and Finance, The 
Minister of Finance, in introducing the Bill, spoke of the 
establishment of the Royal Commission to consider the 
creation of a central bank. He quoted the terms of 
reference of the Commission as follows : — 

That, without limiting the general scope of their inquiry into the 
operation of the banking and monetary systems of Canada, the said 
Commissioners shall, in particular, examine the provisions and work- 
ing of the Bank Act, the Dominion Notes Act, the Finance Act and 
the Currency Act, and the advisability of establishing a Central 
Banking Institution ; and 

That the said Commissioners shall report their recommendations 
for revising or supplementing the above-mentioned Acts and for the 
adoption of such other measures as they may deem desirable to 
promote the revival of trade and enterprise and to facilitate intra- 
imperial and international co-operation for the purpose of raising 

• At the present time this is almost synonymous with the Co-operative 
Commonwealth Federation, but in the past it has been known successively as 
Progressive and Independent, It has contained also some amall l ^a l 
parties. For purposes of simplicity, in this article the term “ Third party " 
is used throughout, 
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'maemitd doamtie emiiloTiaeiit and the aubiU^ of ^ ecoaomicv 
fia a nrial and social inatitations of this counter.* 

The hfinistw ol Finance also quoted at consideriibk length 
from thh report of the Royal Commission, whidi had 
recommended the establishment of a central bank. The 
Prime Minister, in supporting the Bill, gave explicit 
assurances that every opportunity would be given by the 
Government for the consideration by the Select Com- 
mittee of all points of view in regard to the new bank, and 
set out shortly the general outline suggested for it. He 
was followed by the Leader of the Opposition, who con- 
gratulated the Government on bringing in the Bill, and 
expressed general sympathy with its objects, reserving, of 
course, the right to raise objections to details. Members 
of the Third party took a more critical view, and made 
some effort to have the Bill altered before it went before 
the Committee. Objections to the form of the Bill at 
this stage were ruled out of order, and the debate closed. 

An interesting history lies behind the present Bank of 
Canada Bill. Shortly after the end of the war a central 
bank was discussed by members of the Coalition Govern- 
ment, and rejected on the ground that at that particular 
stage, when finance and politics were disordered, it would 
be inconvenient and disadvantageous to have a new 
authority introduced into the situation without any par- 
ticular experience or prestige. It was thought that such 
an institution would hamper the Government in its action 
in regard to the finance of the country, and the proposal 
was dropped. Even before the war many members of the 
Third party, particularly western members, had felt very 
strongly that some new character should be given to the 

* Report of the Royal Commission on Banking and Currency in Canada, 
1933. Ottawa, King’s Printer, 1933. Pp. 5-^. The Commission con- 
sist^ of the Ri^t Hon. Lord Madman, P.C., K.C. ; Sir Charies 
Stewart Addis, K.C.M.G. ; the Right Hon. Sir WiUiam Thomas White, 
P.C., K.C.M.G. ; the Hon. John Edward Brownlee, K.C., M.L.A. ; and 
Beand^ Leman, Esq., B.Sc., C.E. 
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^rttem of the country; What tbsf aaked ItXt- 
wa# t nationalisation of the banks — that is, the cOmjd^* 
direct control of their credit-granting and othia: fnnctioi^tt' 
tha t affected the public. For some time this o^nnkMa 
grew, but at the decennial revision of the Bank Act in 1^25 
it became clear to its advocates that no such action was 
feasible, at all events at that moment. It was at about the 
same time that the suggestion of a central bank was brought 
forward and became the subject of discussion among vwddy 
scattered groups of people, chiefly in the western provinces. 
They began to feel that a central bank might be endowed 
with powers that would enable it to exercise the direct 
control that they had virished the Government to possess 
over the policies of the chartered banks. This meant, of 
course, the setting up of a bank not only with immense 
powers, but being itself to all intents and purposes a depart- 
ment of government. 

In more recent years the direct proposal for the establish- 
ment of a central bank has been made by all three political 
parties, that is to say, by the Third party, the Liberals 
and the Conservatives. In general one might say that the 
earliest initiative in the matter came from the first group. 
The Liberal party, who adopted the idea somewhat later, 
probably regarded it not only as desirable in itself, but 
also as a useful political move. Recognising that the 
members of the Third party took a far more radical view 
of the matter than they themselves could accept, they 
hoped that when in power they might introduce a Bill 
more in accordance with their own ideas, but doing some- 
thing to placate the indignation of the T hir d party against 
the financial order of the day. The Liberal party have 
not been in power since this policy was adopted by them, 
and it has fallen to the Conservative party this year actually 
to introduce the Bill to establish a central bank. The 
impulse that moved the Government in this direction was 
probably twofold ; a gradually formed conviction that such 
an institution would be valuable, and a desire to meet public 
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Qfwifaif . Be iiat e» it maj, the policy is one cot lyhicb 
Coaservatiye ,pait7 is anited, and every efiort wi? he mailfi 
to pat through a Bill that expresses their vieyra of w^t a 
central bank in Canada should be. They have undertaken 
to pay every possible respect to suggestions made by ]die 
Select Committee, What the net result will be is difficult 
to say, but it is probable that some compromises will be 
accepted, and that an Act embodying the general views of 
the majority of the country will ultimately be passed and 
the bank established. 

The Committee have not yet reached the discussion of a 
central bank, but have been occupied in the consideration of 
the policies of the chartered banks and the Bill for the 
decennial revision of the Canadian Bank Act. There is a 
good deal of hostility on the part of members of all parties 
towards some of the policies of the chartered banks, and 
there again the results of the Committee’s discussions arc 
at present uncertain. In the House of Commons on 
March 8 and 9 there was a full dress debate on the whole 
question, the time being mostly taken up with rather long 
speeches by members of the Third party, who were strongly 
opposed to certain features of the central bank Bill, con- 
sidering that it directly negatived the most important of 
the proposals that they had been making for some time. 
Emphasis was laid especially on three points : first, the 
ownership of the shares in the central bank ; second, the 
control of its policy ; third, the powers granted under its 
charter. They urged that the entire stock be permanently 
owned by the government. They also strongly objected to 
the suggestion that, after the term of office of the first 
appointees, successors should be appointed by the share- 
holders, who would be members of the public. They 
expressed, too, a decided feeling that the powers of actioi 
conferred on the bank were inadequate. One interesting 
passage occurred between a member of the Third party 
and the Minister of Finance. The Minister was asked, when 
some important question of policy arose and there was a 

623 



Economie^ Hb^eoiDeiit ia Ckam&t. 
SSmmct of opinion between the Government and i3le 
mazu^gem«it, who vroold prevail. The Minister repfied 
(piite definitdp that certainty the management of the hank 
would have the last word. This was, of course, vttp 
definite, perhaps more definite than the Minister into^^ ; 
but it defines the very essence of the discussion bemeen 
the two sections in the House in regard to the bank. 

The Leader of the Opposition, in speaking to the motion 
for the reading of the Bill a second time, expressed the 
policy of his party as being to offer no opposition to the 
second reading, relying on the word of the Prime Minister 
that sympathetic attention would be given to suggestions 
made in Committee ; but he indicated that his party held 
somewhat different views from the Conservatives regarding 
the structure of the bank, which they would express fully in 
due time. Mr. Coote, a Third party member, quoted from 
the report of the (Macmillan) Royal Commission these 
words : “ That the State must ultimately retain sovereignty 
in matters affecting currency.” He then coupled currency 
and credit, and claimed that the control of the two functions 
could not legitimately be placed in the hands of “ private 
enterprise.” Various quotations were also made from a 
speech by Mr. M’Kenna, of the Midland Bank, in which he 
suggested that even in the case of the Bank of England the 
ultimate underlying control must and did lie vsdth the 
government. The discussion in the House was necessarily 
indeterminate, and the Bill was sent on to the Committee- 
for further discussion. 

At this point, it is well to consider the economic situation 
to which this Bill is to be applied. At present, the banking 
business of the country is in the hands of ten banks, which 
are governed by a Bank Act that imposes various conditions 
and restrictions, especially in regard to the security of note 
issue ; but there is no power outside the banb themselves 
that can effectively influence their credit policy. Not many 
years ago the general manager of one of the banks, in his 
speech at an annual meeting, remarked that “ we are busy 
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cuTyiag on tit^Wifiess of the cotmtiy.** At that ttme/hot 
e&ty WM that true, but his words evoked no diStidsm ; ih 
fact, the coxmtiy as a whole was well satufied with the 
conduct of the ^nks. But this was in prosperous times, 
when criticism is always subdued. The emei^euce of 
tro&blc, financial and other, has led die public in the 
first place to put the responsibility for present disorders 
upon the banks, and, secondly, to demand that changes 
should be made in the system so as to force the banks to 
adopt more sympathetic policies towards debtors. 

In the public mind, then, the first duty of the central 
bank is to exercise such control over the policies of the 
banks as would ensure their being sympathetic and reason- 
able in their relations with debtors. They necessarily have 
the monopoly of money supplies, prospective debtors 
being unable to turn elsewhere for advances, and it is felt 
that their policy has not been always one that recommends 
itself to critical observers. One special question is that 
of rates of interest. It has been claimed that the difference 
between the interest allowed on deposits and the interest 
charged on loans has been continuously excessive, especially 
in reference to smaller loans and to operations in western 
Canada. Although a section of the present Bank Act speaks 
of a maximum of seven per cent., it does not appear to 
be in binding form, and in fact much higher rates have 
often been charged. The banks’ plea that the rate of 
interest should be proportionate to the risk involved does 
not meet with entire acceptance ; for the view is expressed 
that if the risk is so great, no loan should be granted, and 
that business cannot be seriously carried on where advances 
have to be obtained at so high a rate of interest. The whole 
matter was discussed in the report of the Royal Commission, 
and a majority of the Commission were in favour of leaving 
the decision regarding maximum rates to the people 
involved ; but that view does not seem to be generally 
accepted, and in the new Bill there will probably be a 
provision definitely limiting the rate to seven per cent. 
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A^il^fther diarge is made against the basics^ 
tillM tlw distribution of loans is unfair, the central provinociA 
of Canada being allowed an advantage in that the^ get first 
call on funds available for loan. This the banks deny, o&o- 
mg proof that the distribution is a fair one; that their 
directors are taken from various parts of the country, there 
being in many sections local directors whose advice is 
received and taken ; and that for each district there is an 
officer called a supervisor, who has considerable immediate 
authority to grant loans without reference to head office, 
and who, by reason of residence in the district, is in a 
position to understand the needs and character of the 
population. The Macmillan report makes the suggestion 
that it would be wiser for the banks to recruit their directors 
more generally from different parts of the country, so that 
in their discussions all sections would be fairly represented 
and adequately served. 

The Bill for the incorporation of the Bank of Canada, as 
it stands, is a conservative document. It grants to the 
management very considerable powers, including that of 
inspection of the chartered banks. “ The business and 
powers of the Bank ” present no particularly novel features, 
and probably include everything that could be wisely done 
by such an institution. Of necessity, detailed directions 
about its exercise of the function of control are not 
expressed. In this the management will have precedent 
to guide them, and they must act in accordance with 
the atmosphere in which they work, and the materials 
with which they have to deal. It has been said, and wisely, 
that the occupant of the governor’s chair must be not only 
a banker but a statesman, and he must proceed slowly. 
The Bank’s power of control and regulation must depend, 
in the last analysis, largely upon the prestige that it succeeds 
in establishing, and prestige cannot be acquired in. any 
short time. 

The capital of the Bank is to be five million dollars, 
subscribed by the public, subject to certain limitations. 
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Ko «luR«faiaiiBr^iB«7^ lure more thm fift7 shareat «Bd -no 
sluuro aay be held hy or iai the benefit of uny chartered 
bask or *ny director, officer, clerk, -or emploToe <4 tny 
baait. If the stock should fail to be subscribed in fuU^ 
balance will be taken bj the government. In regard to 
the reserves, 25 per cent, of the note issue and deposits 
is to be covered by gold. This is a slight departure from 
the plan suggested in the Macmillan report, which would 
have permitted part of the 25 per cent, to consist of foreign 
assets. In the Bill to be considered any foreign balance 
held must be over and above the gold reserve. With its 
head office in Ottawa and such other branches as seem 
necessary, the Bank will endeavour to cover the interests 
of the entire country. The management is a matter for the 
exercise of the greatest possible care. It is laid down that 
the governor is to be a man skilled in banking, but he must 
be more than that. He must, as has been already sug- 
gested, have the qualities of a statesman ; for the business 
of reconciling the interests of the Bank of Canada with 
those of the chartered banks will require tact and know- 
ledge of human nature. The staff — appointed, in the first 
place, by the Governor-General in Council — is to consist 
of the governor, the deputy governor, and seven directors. 
When the term of office of these functionaries comes to an 
end their places arc to be filled by election by the share- 
holders, subject to the approval of the Governor-General in 
Council. The Bank may not own the stock of any other 
bank, except that of the Bank for International Settle- 
ments. It is to act as fiscal agent for the Dominion govern- 
ment, and possibly for the provinces. An arrangement 
has been made by which in the course of a few years the 
entire note issue of the chartered banks will have been 
transferred to the Bank of Canada. The Dominion legal 
tender notes will be replaced by those of the Bank of 
Canada, and on the date fixed the gold and securities now 
hdd by the government .against that note issue will be 
transferred ; all gold in the hands of the banks, except that 
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etta«i«ri»ed witk tJwir ixxaga bssiness, will aSio/iw *t«»K 
iafeAt <®d it® phce taken by notes of the Baid; of CaaaHk^ 

Hie deposits of the Bank of Canada will coinist muiafy 
of those of the chartered banks, who will maintain their 
reserves in that form, the amount required being 5 per cent, 
of their deposits. This will bear no interest, the Bank of 
Canada being forbidden either to pay interest on any 
deposits or to accept time deposits. For a time, at all 
events, the chief activity of the Bank of Canada will be the 
rediscounting of bills for the chartered banks. Regulations 
for the conduct of this business are provided in the Act. 

It will depend on the wisdom of the management what 
success may be attained under this remarkably conservative 
charter. Hiere has been a large amount of criticism of the 
Bill, both in the House of Commons and outside it, as a 
practical remedy for the defects of the chartered banks. 
It v?iU be interesting to watch the line taken by the Liberal 
members. Provided their criticisms of the Bill are not 
such as to destroy its character, when passed it will 
have sufficient general support to place it in a strong 
position. 

In the course of all the discussion about this Bank, it is 
natural' that the general results of the widespread estab- 
lishment of central banks should have been considered. 
In the main their creation has been defended, but the 
defence, even on the part of outstanding supporters of 
central banks, has been somewhat deprecatory. It is 
impossible to consider that the most important purpose 
for which these central banks were created has been ful- 
filled. They have not proved to be the centre of a new 
internationalism ; they have not been beyond criticism in 
their dealings with the gold situation ; and, lastly, they 
have failed to bring about the unanimity of purpose that 
was hoped for concerning the essentials of a peaceful united 
world. The Bank for International Settlements, shorn of 
most oi its power by the abolition of reparations, remains 
as a comparatively small institution, acting as a centre for 
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^wwn iiw tott dob fog tke <ietttrdi bw^ 

otycmae. It not mthout it$ impomnce, bii^ It hstd^ 
the existence of an institation of au^ portentoos 
niKBainal: pcnms. Before the war there was an immeiwe 
trade, national and international, carried on saccessfoUf 
and without friction by the banking system as it stood, 
and perhaps it is hardly fair to suggest that all this elaborate 
additional machinery has been unable to control a situation 
that has probably got beyond the possibilities of hnancial 
management. In Canada the expectations cheri^ed by 
the general public of what a central bank is able to do seem 
to many people hopelessly extravagant. 


II. Marketing Reform 

S INCE the present year began there have been, both 
inside and outside the Federal Parliament, important 
developments that may well presage a wholesale recon- 
struction of Canada’s economic life. Before the opening 
of the session, Mr. Stevens, the Minister of Trade and 
Commerce, made a speech in Toronto in which he 
frankly alleged that the big buyers of natural products 
and manufactured goods, viz., the packing establishr 
ments and the big department and chain stores, were 
making an unfair and improper use of their purchasing 
power to force down the prices they paid to the producers. 
The latter were therefore obliged to pay less than living 
wages to their employees. His observations fluttered the 
dovecotes, but were generally regarded as the mere 
obitfr dicta of a restless Minister. However, he later 
induced the Government to appoint a special committee 
of nine members of the House of Commons to investigate 
business practices, and himself assumed the r6Ie of 
chairman. 

The reference assigned to the committee was exceedingly 
comprehensive ; it was authorised to investigate the causes 



Economic ^c^mment ia CanadA 
of the wide spreads betweea the prices paid to the^peodaettr 
and those charged to the consumer, wage coh(^tk>^ and 
industrial conditions generally, the efFects of mass 
and mass advertising by chain and department stores^ 
stock watering in industrial flotations, the maiketing of 
livestock and other farm products, and all correlated 
problems. The committee was not long in capturing the 
public attention ; for the first witnesses testifying before 
it were a group of social workers, officials administering 
the provincial minimum wage laws, and labour leaders, who 
drew a picture of employment conditions in Ontario and 
Quebec which tended to confirm the charges made by the 
Minister. They asserted that the minimum wage laws 
were persistently flouted and that the penalties imposed 
for their violation were too trivial to be effective. Bad as 
conditions in the Toronto area were by their account, in 
the Montreal district they were worse, and instances were 
given of girls working in candy and clothing plants for 
$3.50 per week, and of the discharge of female employees 
who had been paid $7 per week to make way for boys who 
were only paid $3 or $4 per week. Several of these witnesses 
attributed the prevalent low scales of wages to the mass 
buying' pressure exercised by chain and department stores, 
who drove unconscionable bargains with manufacturers 
hard-pressed for orders, and indirectly compelled the latter 
to cut the wages of their employees. 

The favourite remedy suggested was a stiffening of the, 
minimum wage laws and the provision of much heavier 
penalties for their infraction. Mr. Tom Moore, however, 
the president of the Trades and Labour Congress of Canada, 
submitted to the committee an extensive programme of 
industrial reform ; he advocated, among other things, the 
drastic amendment of the British North America Act to 
permit federal regulation of industry, a code system on 
the N.R.A. plan, applicable to every industry, and the 
establishment of a federal industrial council armed with 
broad powers of supervision. The press comment upon 
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^ about low 'Wages was geB^a% 

cauBtsCy aiui i&r Ottawa Citizen^ one of ihtt leaii|E^ libend 
papecB, was mored to declare that the evidei^ce rereakd a 
distttrbmg survival of the dark ages of industrial barbaric 
in Canada of the twentieth centuiy. 

Tliis expose of unsatisfactory labour conditions was 
followed by a sustained indictment of the business practices 
of the chain and department stores by spokesmen of 
different associations of retail merchants. It was alleged 
that by means of mass buying, deceptive mass advertising, 
and secret trade discounts wrested from manufacturers 
they squeezed out local competitors and deprived hundreds 
of honest hard-working people of their livelihoods; that 
when they had the consumer at their mercy they recouped 
themselves out of his pocket by raising prices ; and that 
they were responsible for a serious and widespread de- 
moralisation of the business life of Canada, This arraign- 
ment was accompanied by various constructive suggestions 
for curbing therir activities. Some witnesses favoured 
special penalising taxation ; others admired the Italian 
plan for distribution under the corporative state ; and .a 
third contingent favoured federal regulation and a rigid 
code system on the N.R.A. model for the enforcement of 
higher businesss standards. 

Undoubtedly a very strong case was presented by the 
small retail merchants, but the large distributors do not 
propose to let it go by default. It is understood that 
they are now ready to submit to the committee briefs in 
rebuttal, depicting themselves as foully slandered bene- 
factors of the public, who by their efficient organisation 
and superior business methods have kept down the cost 
of living at a time when -all incomes were seriously curtailed, 
and have saved consumers millions of dollars. 

The Stevens committee was given special instructions to 
investigate the prevalent system of livestock marketing, 
which has been a subject of continuous criticism by the 
farming community. For nearly three weeks its sessions 
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have been almost wholly devoted to this problem.- Afwdes 
of indigoaot cattle-raisers have given evidence ;^ainst th# 
business practices of a small ring of powerful packing oon^ 
panics, whom they accuse of fixing prices day by day throt^ 
secret trade arrangements. They allege that the farmers 
are completely at the mercy of tUs ring, and that until its 
power is broken cattle-raising caimot become profitable. 
Their allegations have been supported by cattle-dealers, 
wholesale butchers and officials of stockyard companies. 
Critics of the packing companies have expressed a concerted 
demand that a national marketing scheme for liv«tock 
should be established and that all stockyards should be 
brought under government ownership and operation. 

The Stevens committee, as it is now popularly called, 
has been the target of considerable criticism ; its activities 
are naturally unpopular with the business interests that 
arc the victims of its inquisition, and even so strongly 
Conservative a paper as the Ottawa Journal holds that a 
parliamentary committee is not the proper body to conduct 
such a comprehensive investigation and that it will seriously 
disturb business without the compensation of any tangible 
result. On the other hand the inquiry pleases the labour 
elements, who think that it is bound to result in a marked 
improvement in labour conditions through the adequate 
enforcement of minimum wage laws and the abolition of 
sweatshops. The committee, however, has been given 
such wide scope that after six weeks’ labour it has only 
touched the fringe of its task, which it can scarcely hope' 
to complete before the end of the session. A number of 
departmental officials are collecting data, and the committee 
has also enlisted the help of special investigators and 
accountants, who are checking up information supplied by 
witnesses ; but even this acederation of its work will 
probably only permit it to submit a few interim reports 
and recommendations. For the balance of its work, it 
may appoint special subordinate commissions, which would 
carry on inquiries into different problems. 
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WlyttilM^^a^ oliamittde hasacGomfikbed^ tottkale 
it mbuadiadjr ;desr tiut minimtim wage laws liave been 
p«9»^epil)r ^tfegarded in the two leading indnstrial 
ptoviacee td Ontaiio and Qa^>ec, and that there are too 
aduxf easy ways of erading them. A v«y real probfem 
exists in the unwillingness of Quebec td go as far as its 
sister province in legislation for the protection of labour, 
with the result that in order to meet the competition of 
low wages in Quebec, which are often deliberatdy held up 
as a lure to industrial entrepreneurs, employers in Ontarb, 
with the connivance of the authorities, have felt it necessary 
to lower their own wage scales. The obvious remedy is 
uniform federal regulation of industrial conditions, and it 
is known that officials at Ottawa have been making an 
exhaustive study of the N.R.A. code system and its practical 
working in the United States. Moreover it is an open 
secret that Mr, Stevens is convinced that a similar plan 
of regulation for Canadian industry is imperative and that 
some Canadian industrial leaders share his views. The 
furniture industry, for example, has actually submitted to 
the Gfovernment a code for its own regulation, which was 
compiled with the help of trained economists, and has 
asked for its immediate enactment by law. The provisions 
are modelled largely upon similar American codes. 

There exists, however, in the Canadian constitution, 
one very formidable obstacle to federal regulation of wages, 
or to a code system ; for all questions concerning wages, 
hours of labour and industrial conditions generally come 
within the jurisdiction of the provincial authorities. The 
federal government at present can do little in this field 
beyond turning the searchlight of publicity upon mal- 
practices, as the Stevens committee is doing. For this 
reason it has had to admit its inability to secure the adoption 
of the international eight-hour day convention, which a 
Canadian delegation accepted. Hence the contention of 
labour leaders and social reformers is that the British 
North America Act should be amended without delay 
so as to endow the federal government with authority to 
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r^ulatc induAtiy by laws applicable to tike wdttdd-.tkf 
Can ada, Public opinion outside Quebec has been moving 
rajadly in favour of such amendments, which have been 
pnbHcly advocated by the leaders of the Conservative party, 
including Mr. Bennett, Senator Meighen and Mr. Henry, 
the Premier of Ontario. 

Mr. Bennett recently declared in the House of Com- 
mons that any scheme for the regulation of industry or 
the consolidation of social legislation under federal authority 
was impracticable without a re-arrangement of the powers 
now allotted to the federal and provincial governments, 
that the time was ripe for such a readjustment, and that, 
if he renuined in office after another election, he proposed 
to tackle the problem. But this pronouncement at once 
brought an outcry of protest from papers in Quebec, 
which urged M. Taschereau, the Premier of the province, 
to assume his congenial role of champion of provincial 
rights. It is clear that the problem of constitutional 
amendment— which, incidentally, is desirable for other 
reasons— opens up a vista of prolonged and bitter con- 
troversy. 

While the problems of industry are only at the stage of 
investigation, the Government have evolved in legislative 
form a programme for the reorganisation of agricultural 
and other marketing, the fruit of exhaustive studies and 
consultations with representatives of the interests affected. 
The Natural Products Marketing Bill, as it is called, 
embraces all natural products of the Dominion except 
minerals. The core of the structure is to be a Dominion 
marketing board, with headquarters at Ottawa ; the board 
is to be endowed with very drastic powers, and authorised 
to form local boards and to co-operate with provincial 
marketing boards. It will have power to provide by 
order-in-council for the regulated marketing of any product, 
to control both the export and the inter-provincial market- 
ing of any regulated product, and to regulate the importa- 
tion of any product likely to compete with a Canadian 
regulated product. It will also have authority to fix the 
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l>y any peoaon at aay given time, and to coBth 
penaate ktt kmes incurred through its order to export 
or to trithiidkl any product from the market, or through 
fluctuations of exdi^ge in connection mth export sales 
under its orders. It will be empowered to assist by grant 
or loan the construction or operation of facilities for pre- 
serving, storing or conditioning a regulated product, and to 
assist marketing research. It will be able to compel all 
producers to secure licences subjecting all their operations to 
immediate control, and to demand full information regarding 
the production or marketing of a natural product from all 
persons engaged therein, as well as periodic returns from 
them to be checked by an inspection of their books and 
premises. 

The Bill thus provides an administrative framework for 
regulated marketing, but its utilisation will largely depend 
upon the willingness of different classes of producers to 
organise local marketing schemes. These can be initiated 
in the following manner. A representative group of 
persons engaged in the production or marketing of a 
natural product can petition the Government to approve 
a scheme for the regulation of marketing by a local board 
under the supervision of the Dominion board, and if 
both the Minister of Agriculture and the Dominion board 
are satisfied that the petitioners are sufficiently representa- 
tive, and that the principal market ior the product in 
question is outside the province where it is produced, 
then the Government, by order-in-council, can formally 
approve the scheme and fix the date for its application. 
Its rules and regulations will straightway have the force 
of law, applying the principle of the compulsory pool to 
everybody concerned with the production and marketing 
of the product. There is no provision, as in the British 
marketing legislation, for a vote of the interests affected 
before a scheme comes into force. 

The central board is to be armed with powers to establish 
local boards even where no rwjuest for them is ioith- 
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condo^, eith^ from prodacere or from proiincial (govcni* 
meats. Fnrthermore, it is aathorised to appcnat spedld 
committees, on which producers, distiibatots and ooa^ 
sumers »hall be represented, in order to investigate — 
the cost of production, prices, spreads, trade practices, mediocb of 
financing, management, policies, grading, transportation and other 
matters in regard to the production and marketing, adapudon for 
sale, processing, or conversion of any natural product ; 

and in the light of their reports the board is to be empowered 
to fix fair price spreads. Very severe penalties, running 
up to a fine of $5,000 and two years’ imprisonment for 
an individual, and to a fine of $10,000 for a corporation, are 
provided for offences under the Act. 

The radical character of the Bill created general surprise ; 
for it was not expected to go beyond a mild plan of federal 
supervision for marketing schemes originating under 
provincial authority, or to surpass similar British legislation 
(on which, according to Mr. Weir, the Minister of Agri- 
culture, it was modelled) in its complexity, its rigour and 
its extension of governmental power. 

The measure has had a varied reception throughout the 
country. Spokesmen of different agrarian organisations, 
like the United Farmers of Ontario and the fruit-growing 
organisations of British Columbia, have given it their 
cordial approval. It has received the blessing of Mr. Short, 
the president of the Millers Association of Canada, on the 
ground that it will terminate “ the insensate competition 
now prevailing in numerous lines of economic activity.” 
The business and financial communities, on the other 
hand, regard the scheme as a revolutionary adventure for a 
Conservative Government ; they dislike acutely the prospect 
of such a sweeping interference with business, and the 
Montreal Gazette, which represents their views, has turned 
a cold douche of criticism upon the Bill. In introducing it 
the Minister of Agriculture declared that its primary aim 
was to secure better prices for the primary producers, and as 
a means to that end to facilitate the orderly export marketing 
of Canada’s products. But Conservative that 
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diocfc at X ^»>eiec«ioii held oa April i6 m the South Oxfotd 
dnsioa of Oa^zio ; for in a constituency jifedominan^ 
rural they stressed the Bill as their chief electioneezing 
counter, only to see the former Liberal majority of 55 
increased to 1,530. 

This result emboldened the Liberal party to declare 
open war on the Bill and to intimate their intention of 
fighting it clause by clause. On the second reading Mr. 
Mackenzie King devoted a two-hour speech to an eritaus- 
tive and unsparing denunciation. He rose to great heights 
of indignation, declaring that it contemplated an intolerable 
invasion of individual rights and “ set liberty at naught ” ; 
that it was a fundamental^ unsound plan for enforcing 
scarcity ; that it would involve the establishment of a 
cumbersome bureaucratic machinery, and open up the 
possibility of a continuous drain upon the public treasury ; 
and that it would create monopolies and open the doors 
of favouritism and patronage. He also argued that many 
of the Bill’s provisions were unconstitutional, and he moved 
an amendment to the effect that while assistance to the 
orderly marketing of natural products was desirable, the 
powers delegated in the Bill to unknown and unnamed 
individuals should be struck out. 

The defence of the Bill was entrusted to Mr. Stevens, 
the Minister of Trade and Commerce, who contended 
that since other countries, including Great Britain, were 
committed to quota systems and to regulation of produc- 
tion and marketing, Canada must have some form of 
marketing regulation if she was to keep her trade bargains 
with other countries and do justice to her producers. 
If the legislation was novel and experimental, he said, 

this country and its people, staggering under their loads, 
have been clamouring for something out of the ordinary.” 
The BiH was supported by Mr. Woodsworth, the leader of 
the C.C.F. group, who wdcomed the Government’s 
adoption of socialistic principles. However strenuous the 
opposition of th6 labemls may be, the passage of the Bill 
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is thus assured. Moreover, virtually all the provincial 
Administrations, even including the Taschereau hGmstiy 
in Quebec, have intimated their approval of the objectives 
of the measure, and have either passed or introduced the 
concurrent provincial legislation that is necessary to give 
the scheme a chance of successful operation. 

Meanwhile in British Columbia the Liberal Administra- 
tion of Mr. Pattullo, which took over a welter of financial 
and economic troubles from its Conservative predecessor 
last November, has boldly used its majority to drive 
through the legislature, in face of strong protests from the 
Opposition and from local business interests, a Special 
Powers Act, which clothes it with practically dictatorial 
powers over the finances and the whole economic activities 
of the province, and enables it to perform between sessions 
all the functions of the legislature. On the authority 
of this legislation there has been established a provincial 
“ Economic Council,” whose duty it is to study the 
economic problems of the province and to devise progressive 
measures of reconstruction, which, if necessary, will be 
enforced by a code system on the N.R.A. model. 

The code idea, indeed, is becoming almost fashionable 
in Canada ; for the legislature of Alberta has passed a law 
establishing a system of codes for such industries as exist 
in the province, and the legislature of Nova Scotia has been 
asked to take drastic measures for the regulation of the 
local system of distributing gasoline. It is interesting -to 
note, moreover, that, while the federal Liberal party is 
violently opposed to such schemes of state regulation, some 
of these measures have been sponsored by Administrations 
of the Liberal stripe. The new trend of legislation indi- 
cates that the doctrines of laissez-faire are now out of 
favour in Canada, and that the great American experiment 
embodied in the N.R.A., although its success is still far 
from assured, has had a profound effect upon Canadian 
opinion about economic problems. 

Canada. 

April 1934. 



AUSTRALIA : PROBLEMS OF 
FEDERALISM 


I. The Constitutional Conference 

I N political discussions it is always useful to remember 
that the inconclusive is not necessarily unimportant. 
Judged merely by the decisions taken, the fortnight spent 
in Melbourne in February by the leaders of the seven 
governments of Australia in reviewing the working of the 
constitution was largely a waste of time. No agreement 
was found possible except on a few minor points, which 
could have been, and in fact were, disposed of in less than 
half a day. Nevertheless this was the first opportunity, 
since the Royal Commission on the Constitution present^ 
its report in 1929*, for a comprehensive review of the 
working of Australian federalism ; most of the governments 
had made thorough preparations for the discussions, and 
there emerged one clear line of controversy of which more 
will be heard in Australia in the next ten years. Some 
fundamental issues were clearly stated. 

The Conference grew out of a promise by the Prime 
Minister, made in the hope of averting a secessionist vote 
at the referendum in Western Australia last yeart, to 
support the holding of a convention to discuss the whole 
federal problem. T^s particular proposal did not commend 
itself either to the Western Australian electors or to a 
Premiers’ Conference held later in the year. Instead, it 
was agreed that Commonwealth and State Ministers should 

• See The Rouhd Table, No. ygj^March 19JO, pp. 408-15. 
t See The Round Table, No. 91, June 19J3, pp. 681-3, No, 92, 
September 1933, pp. 905-7. 
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themselves discuss the subject of constitution^ revisioit 
A Preimers’ Conference could not indeed actually initiate 
constitutional amendments, any more than a convention 
could. The responsibility of initiating amendments rests 
with the Commonwealth Parliament alone. But the three 
less populous primary-producing States (Western AustraUa, 
South Australia and Tasmania) have been so discontented 
of late with their present position that some such inter- 
change of views was clearly called for. 

To have held the Conference just at this particular time, 
however, was rather a pity, though perhaps unavoidable. 
If delay had been practicable, it might have been wiser 
to have waited until the Commonwealth Grants Commis- 
sion had completed its exhaustive enquiries into the position 
of the three primary-producing States, and until it was 
possible to discern more clearly how far present difficulties 
are mere temporary effects of the depression. As tlungs 
turned out, the Conference opened disappointingly, with 
far-reaching financial demands on the part of some of the 
States, and with the frank statement by the Commonwealth 
that the time was inopportune for any general constitutional 
revision. 

The financial relations of Commonwealth and States 
occupied most of the time and thought of the Conference. 
The State Premiers had had a conference of their own 
before the main proceedings, but they were by no means 
unanimous in their views. Led by Victoria, all the States 
except New South Wales agreed in putting forward, as a 
general proposition, the claim that the constitution shotild 
be amended so as to secure increased financial resources 
to the States. Some specific amendments were proposed 
in furtherance of this view, but none commanded the 
support of all five States. South Australia proposed a 
return to the principle that was in operation during the 
first ten years of federation, and to secure to the States, 
by constitutional amendment, one-half of the customs 
and excise revenue collected by the Commonwealth. 
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ABotinf^ pijraBents akeady ma4e to the %^C8, t^ 
esmBj|ted.«t fteamt to involve the hanging over of 
«n edditicmal £yi million. Victoria saggesi^ ihe 
Commonvurealch should be excluded altsogetho: from income 
taxatimi — which at present rates would rdease some 
fy millmn for the States. 

In a conference where majority decisions are impossilde, 
objections to any plan become very much more significant 
than its advantages, and these specific proposals were never 
very seriously examined. The general proposition, how- 
ever, Was subjected to searching criticism. As the con- 
stitution now stands, the Commonwealth’s taxing powers 
are unlimited, save that it must not discriminate between 
States ; and over customs and excise its powers are excite- 
sive. The States thus have concurrent powers of direct 
taxation, and of indirect taxation other than duties of 
customs and excise. In theory the resources of the States 
could be increased in one of three ways : by assigning to 
them (as South Australia wished) some fixed share of 
Commonwealth revenues ; by giving them an exclusive 
power (as Victoria wished) in some part of the present 
area of concurrent powers ; or by giving them a concurrent 
power in some part of the area from which they are at 
present excluded. The third method was examined care- 
fully but was found impracticable. The first and second, 
both of which involved restriction of the Commonwealth’s 
taxing powers, were rejected by the Commonwealth, with 
the support of New South Wales. 

The Commonwealth gave three main reasons for opposing 
constitutional amendments along any of the lines proposed. 
First of all, much was made of the fact that in order to 
assist in the restoration of industry the Commonwealth 
had made remissions of taxation which in a full year would 
amount to about million, and was budgeting for a small 
deficit in this year and next. Accordingly, it could not 
make any substantial concession to the States without 
either increasing taxation (which it was pledged not to do) 
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or d*e nmning into hony deficits (which it wmdd be 
finaacis^ unsafe to do). In any case, if the States needed 
more money, let them occupy the field of taxation that the 
Commonwealth had just evacuated. This point was 
raised to combat the idea that the Commonwealth still 
has large surplus revenues available, rather than for its 
intrinsic constitutional importance. But it served also 
to emphasise the fact that whatever State expenditure is 
met by the Commonwealth must, of course, be borne by 
the people of all Australia. 

In the second place, it was contended by the Prime Minis- 
ter — and the argument was ably elaborated by Mr. Stevens 
for New South Wales — ^that deficits of the magnitude now 
being experienced by the States were purely a phenomenon 
of the depression, and would disappear as conditions 
improved. It was unnecessary and dangerous to make, on 
a depression basis, permanent alterations in the financial 
relations of Commonwealth and States. Special consider- 
ation should certainly be given to the position of the three 
smaller States, but only the future course of export prices, 
and the ability of Australian industries to strike a balance 
between costs and prices generally, would show how far 
State difficulties were due to permanent factors. This 
was an effective political argument, though it deflected 
rather than answered the ultimate contention of its 
opponents that the real constitutional problem sprang 
from the financial dominance of the Commonwealth— 
permanent factor which had its roots in the constitution 
itself. 

In the third place, both the Commonwealth and New 
South Wales urged that the commitments of the Common- 
wealth afforded a weighty objection to any proposal for 
fettering Commonwealth powers. The founders even of 
American federation recognised the danger of fettering 
financially the government charged with the responsibility 
of meeting national emergencies. Not only is the Common- 
wealth responsible for defence, but it has made itself 
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responsiye, under Financid Agrie^ent, fornumtsiamg 
the finandal etability and credit of the whole 6f Australia. 
Hie importance of these considcations 'was admitted, 
though perhaps not fu% enough recognised, by the other 
governments. 

For New South Wales, Mr. Stevens further expressed 
the view that (apart from the special position of the three 
smaller States) the whole financial problem could be solved 
without recourse to constitutional ameiuiment. State 
difficulties would be removed if three conditions were ful- 
filled : first, if the Commonwealth were to shoulder some 
of the States’ debt on soldier settlement during such period 
as it was being excused the payment of interest on its own 
war debt overseas ; second, if a certain amount of over- 
lapping in government administration were eliminated; 
third, if further treasury bill accommodation could be 
arranged to tide over the next year or two. The suggestion 
that the Commonwealth should take over some further 
portion of State debts was pressed independently by 
Queensland and by Western Australia, and was supported 
by South Australia as an alternative to her own plan. It 
was reported that possibilities along these lines were being 
investigated, but the subject appears to have been dropped 
altogether. 

In the view of the other States, the constitutional problem 
of finance, properly so-called, is the growing financial 
dominance of the Commonwealth. This was surveyed, in 
the outstanding speech of the Conference, by the Victorian 
Attorney-General and acting Premier, Mr. R. G. Menzies. 
The financial provisions are generally regarded as the crux 
of any federal constitution, and the effect of the Common- 
wealth constitution in this regard was brilliantly stated, as 
early as 1902, by Alfred Deakin : 

As the power of the purse iu Great Briuin established by degrees 
the authority of the Commons, so it will in Australia ultimately 
establish the authority of the Commonwealth. The rights of self- 
government of the States have been fondly supposed to be safe- 
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gaudtd \)f the con*titatiaa. It has left them lega% hat 
financially bound to chariot wheds of the Commonvs^di. 

Not onfy is the G>mmonwealth*s taxing power in tenhs 
unlimited, but it has exclusive control of what are in fact, 
if not in logic, the most flexible source of revenue, customs 
and excise duties, covering between them most of the field 
of indirect taxation. For the first ten years after federa- 
tion the States were provided for in the constitution, but 
after that the revenues raised by the Commonwealth 
were distributable at the sole discretion of the Common' 
wealth Parliament itself. (By the financial agreement of 
1927, of course, the Commonwealth did effectively fetter 
its own discretion, so far as concerns the payments therein 
provided for.) It should perhaps be added that the 
constitution (by section 9^ expressly empowers the 
Commonwealth to make grants to States on such terms and 
conditions as it may think fit. 

These provisions affect all the States in the same manner, 
though in different degree. In their railways, their roads, 
their water supply systems, their problems of land settle- 
ment, of education, of housing, of unemployment, of child 
welfare, and of agriculture, State governments are faced 
in general with responsibilities that are increasing rather 
than diminishing. Their sources of revenue, on the other 
hand, are relatively inelastic. In the case of the three less 
populous primary-producing States (Western Australia, 
South Australia and Tasmania), dependence upon the 
Commonwealth appears to have become chronic. Students 
of the United States’ constitution will know how far and 
how fast a similar position has developed there. Hitherto, 
the Commonwealth has used with great restraint its power 
of imposing conditions as the price of a grant. But many 
people think that such restraint is difficult to justify in 
principle. It would hardly be likely to survive any very 
radical ventures by one of the States concerned. In any 
case, the investigations that precede the making of a grant 
amount in substance to something very like Commonwealth 
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IVfr. Jfotlnf) tbs Premier of South Australu, i»in swre to 
fliustiato the point *. " 

South Australia should not have special investigations made into 
its devdopmental projects, nor should it be adoed to define its future 
pdky preparatoiy to receiving a grant. Yet that is what we have 
been asked to do recently. . . . Let the Parliament of South Aus^ 
tralia . . . decide the policy of that State, and not be subject to the 
opinion of a special committee appointed by the Commonwealth 
as to whether or not it shall be furnished with the money necessary 
to give effect to it. 

For the more populous Statra, the problem raised by 
Section 96 is still, in the main, one of the future. But in 
Victoria at any rate there is some fear of the extension, 
under easier financial conditions, of the system inaugurated 
before the depression in connection with housing and with 
main roads. The provision of funds by the Common- 
wealth, by way either of grant or of specially cheap loans, 
coupled with more or less detailed control over their 
expenditure, is a mode of establishing supervisory relations 
that it is politically very hard to resist. There is some 
fear, too, of the Commonwealth’s dominating position in 
the Loan Council, and some anxiety lest in critical times 
there might be a tendency to establish some control of 
loan expenditure, as the natural corollary of the Common- 
wealth’s assumption of responsibility for the financial 
credit overseas of the whole of Australia. 

Mr. Menzies put his view of the alternatives open to 
the people of Australia in the form of a triple choice. In 
the first place, he said, we may decide to proceed as at 
present, and allow the Commonwealth’s financial powers 
to be exercised unchecked. The result would be, in his 
view, that there would be greater supervision and control 
of the States by the Commonwealth and that the federal 
system of government would be reduced to a mockery. 
The second possibility is an' admission that experience has 
shown that federalism is unstable, and that it would be 
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betetr lo adopt* conadoualjr and ddiberateljr the iiixic»7 
•fiMai el goveminent. liie only other possibility is to 
rererse present tendencies, and to confer uptm the States an 
independent as distinct from a hierarchical financial status. 

With the exception of New South Wales, the other 
States agreed that merely to leave existing forces to their 
operation would inevitably be to produce what the Premier 
of Queensland (Mr. Forgan Smith) called “ unification by 
attrition.” For New South Wales Mr. Stevens thought 
that, always providing some satisfactory permanent basis 
could be found for ir aking special provision for the three 
less populous States, present tendencies might easily be 
left to their operation without endangering the federal 
character of the constitution. The general contention of 
the other five States was expressed in their pre-conference 
resolution that “ unless unification is to be adopted as 
the ultimate goal, amendment of the Commonwealth con- 
stitution is necessary to put the State governments in a 
permanently stable position.” 

This controversy disclosed the ultimate issue in Austra- 
lian constitutional development : are we to have a federal 
system based on the continued existence of strong States i 
Except Queensland, all the Governments represented at 
the Conference answered this question unhesitatingly, some 
almost passionately, in the affirmative. On this issue the 
Royal Commission in 1929 had been divided, four members 
adhering to the federal type and three contending that a 
unitary government with extensive decentralisation in 
administration would be the best form of government for 
Australia. The majority view was based on the vast area 
to be governed, the wide differences both economic and 
social between the different communities, the strength of 
the historic attachment to the States, the advantages of 
stimulating local knowledge and public spirit in govern- 
ment, and the importance of confining to limited areas the 
economic and industrial experiments to which Australian 
democracies are prone. 
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'Dme coQMderatlcws were aait 
eace exc(^<l>f Mr. Botler, the Fremier of South Auattali*. 
Others contented themselves with sffirmini^ that the optr- 
whdmit^ ma joiitj of the people still believe in feda’shsiik, 
and would resist anj eipUcit attempt to de8tro7 it in favoor 
afaunitaiysystem. Tliis is c^tai^7 true. Australian 

Labour party has unification as one of the planla in its 
platform ; but the two Labour Premiers at the Conference 
(Mr. Collier of Western Australia, and Mr. Forgan Smith 
of Queensland) played no more than a watchful part. 
Mr. Collier, indeed, explained cheerfully that his whole 
appearance at the Conference was “ without prejudice,** 
inasmuch as the people of his State had voted decisively 
for secession and a great petition was being prepared praying 
for Imperial action to set Western Australia free from the 
Commonwealth. Mr. Forgan Smith did pronounce defin- 
itely in favour of a unitary form of government as the proper 
one for Australia, along the lines laid down by the minority 
Commissioners in 1929. But both he and Collier 
appeared to agree that unification was an impossible policy 
under present conditions, and that in the meantime steps 
should be taken to strengthen the position of the States. 

Mr. Forgan Smith differed from all his colleagues in 
thinking that the drift towards unification. was inevitable 
and could not in the long run be arrested. In all States, 
however, there is growing an anxious feeling that this may 
very probably be true. The growing interdependence of 
Australian economic life reinforces at every turn the con- 
tention that production, transport, land settlement, in- 
dustry, and the whole range of trade and commerce can 
only be controlled, in a country like this, by one ultimate 
authority, and that must be the authority responsible for 
defence and external affairs and the tariff. 

Nevertheless, if this be the trend of development, it will 
meet with strong resistance. The leaders of the less 
populous States went back to their capitals mollified, but 
not really satisfied, by the Commonwealth’s express ptonuse 
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to pot die States' disabilities grants on a n»MO penaanjamt 
footii^, over and above anything that the Grants Com* 
misdon may advise when it r^>ort8 later in the year. 
They^ went back profoundly anxious about their future 
place in the federal system. Th^ went back without any 
conviction that the Commonwealth Government really 
understood the outlook of a State whose budget stability 
depended on the extent to which its policy commended 
itself to a distant Commonwealth authority. Thwe was 
much recognition, on all sides, of the fact that Australians are 
one people, and that to create issues between Common- 
wealth and States is to set men to wrestle with themselves. 
But there was little real approximation of points of view. 
Perhaps a broadly based settlement of the problem of 
State disabilities would go a long way towards altering 
the situation. But the prevailing post-conference temper 
in all State capitals except Sydney was one of disappoint- 
ment and of criticism of the Commonwealth Government. 
The Sydney Bulletin, on the other hand, was outspoken in 
its denunciation of “ provincialists at Melbourne.” 

The Conference proceeded, towards its close, to deal 
with some twenty detailed matters about which some need 
had arisen for constitutional amendment ; but very little 
agreement was found possible. The Commonwealth had 
circulated memoranda setting out the present constitu- 
tional position, and the States had come prepared to 
indicate their attitude one way or the other. Since in 
most cases the changes discussed were in the direction of 
more extended federal powers, the general attitude on 
the part of the States was one of opposition — not always, 
as it appeared, very well reasoned opposition, based on the 
merits of the proposals themselves. 

The Commonwealth cannot have received much encour- 
agement from these proceedings to repeat the experiment 
of consulting the States in conference as a pr elimina ry 
step in the initiation of constitutional change. Naturally 
the fact that some States opposed a given suggestion 
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^ 0^ Itlelf in anjr ses^ predud* ^ C^omtnon- 
wetlth ft&lSk proceeding widi a constitationiil affi«id- 
mefit in the ordlnarjr way. But it -vns ddhbtless hoped 
that «ome agreement might be reached under which the 
States would eitercise their constitutional power to “refer” 
some of the matters to the Commonwealth Parliament, and 
thus vest power in the Commonwealth Parliament without 
the necessity of a referendum. The Conference discussed 
navigation, industrial law, aviation, company law, the 
jurisdiction of the High Court in cases between residents 
of different States, the exhibition of cinematograph films, 
wireless broadcasting, and several other matters ; but 
only on a proposal authorising the Commonwealth to 
carry out, within territorial limits, certain fisheries con- 
ventions was there complete agreement; 

An interesting discussion tool place on a proposal from 
Tasmania to remove the present restriction by virtue of 
which the Privy Council is precluded from entertaining 
appeals on matters concerning the limits of the consti- 
tutional powers of the Commonwealth and States inier sty 
except in cases where the High Court has certified that the 
question is one that ought to be determined by the Privy 
Council. The High Court has exercised this power very 
sparingly, and has only given a certificate on one occasion. 
Since most of the constitutional cases that arise in Australia 
fall within the category Just described the result is that in 
substance the High Court has been the sole interpreter 
of the Commonwealth constitution. This was deliberately 
intended by the framers of the constitution, but the 
Tasmanian Government felt that greater continuity, 
greater clarity, and greater freedom from local preposses- 
sions would be obtained by allowing appeals to go freely 
to Westminster. No support was forthcoming, however, 
for this proposal. 

The opposition was based partly on the view that if in a 
self-governing community the' judiciary is not thought to be 
satisfactory, the remedy is in the hands of the community 
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it8<^ ; partly on the view that in the li^t of Can ^4p*ti 
expfrience there is no ceruintjr of obuinii^ from the 
Privjr Council greater clarity or continuity of interpre- 
tation than from the High Court of Australia ; and partly 
on general imperial grounds. The constitutional cases 
not uncommonly arouse considerable popular feeling, 
and if criticism of constitutional decisions is inevitable 
(as it seems to be), it is on the whole more satisfactory that 
the criticism should be directed against a local tribunal 
than that it should be deflected into nationalist or anti- 
imperial channels, as might easily happen, here as dse- 
where, under the system proposed. 

A good deal of thought was given during the Conference 
to the complex problems of inter-state trade. The ideal 
of the founders of the federation was embodied in the 
constitution (section 92) in the form of a resounding but 
rather vague declaration that “on the imposition of 
uniform duties of customs, trade, commerce and inter- 
course among the States . . . shall be absolutely free.” 
A number of difficult questions has arisen under this 
section, and a long series of judicial decisions has left the 
position in a state of most embarrassing uncertainty. It is 
impossible to say how far the section affects the States’ 
powers of quarantine, how far it prohibits the States from 
regulating, on a uniform and non-discriminatory basis, 
such matters as transport, or even how far it controls the 
Commonwealth as distinct from the States. The emer- 
gence of State marketing schemes based on the controrof 
domestic sales in order to sustain export markets has also 
created new problems under the section. The Privy 
Council in a recent decision treated the section as re- 
stricting State powers in this regard much more drastically 
than the High Court had determined, artd as the law 
stands at present compulsory marketing schemes can 
apparently be established only by co-operation between 
the Commonwealth and States, based on the assumption 
that the section does not operate to control the Common- 
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the Melt<ni‘ ftnu^ded so aa to eokrgc their powers to 
establish inacheting schemes, but the mauer was found 
too difficult for immediate decision* and has been remitted 
for expwt consideration by a committee representing all 
the governments. This development may perhaps turn 
out to be the most fruitful single step taken by the Con- 
ference. 

II. Riots at Kalcoorlie 

A CAMBRIDGE man who went from Kalgoorlie to 
the Boer war has recorded that when hpmesickness 
visited him out on the veldt, it was not to England that his 
heart turned but to the red plains of Kalgoorlie. There 
is a charm about this city in the wilderness which is 
undeniable, although judged by all ordinary standards 
it is waterless. Before the water was brought from the coast, 
the local salt water had to be distilled. Then the genius 
of man laid a pipe 350 miles long, and water is now pumped 
that distance, to make possible in the desert baths, gardens 
and the amenities of civilisation. 

The population of Kalgoorlie is far from homogeneous. 
In the mines are to be found men of British race, working 
beside Jugo-Slavs and Italians. The eating-house and 
refreshment business is largely in the hands of Greeks. 
Asiatic races are not represented to any important extent, 
there being a law against their employment on the mines. 

“ Foreigners ” have lived so long on the fields that the 
children of many of them are already adult. These children 
are bilingual, speaking the language of their parents as 
well as English. As a rule, these people naturally become 
segregated in different national colonies. There are Jugo- 
slav areas, and Italian areas. This segregation is intensified 
by the fact that hotel licences are given to naturalised 
British subjects. Thus there are hotels where Italian is 
the principal language used, and Italians the principal 
cu8tome|u. 
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Rosa Giannitti was the proprietress aSid liceosw 
of the Home-from-Home hotel, and to this hotel Oia 
Saturday, January 27, 1934, at about midnight, came 
George Edward Jordan, a young man well known in fire 
brigade circles. He was refused admittance, and about 
this time a window was broken. 

Jordan again visited the hotel on the evening of Sunday, 
January 28, and had an altercation with the barman, 
Claudio Mattaboni. Jordan received a blow in the face and 
went away. Later he returned to the hotel ; there was 
another altercation and Mattaboni again struck him in the 
face. This was outside the hotel, and Jordan fell backwards 
on the hard pavement, fracturing his skull. He was removed 
to the hospital and died the next morning. Mattaboni 
was arrested and has been committed for trial. 

Rumour was very busy throughout the district that 
fateful Monday. Jordan was fairly well known, and it was 
said that he was stabbed, that he was stoned, that he was 
kicked to death. Medical evidence at the inquest indicated 
that Jordan’s skull was unusually thin. People say that if 
only Jordan had had a normal skull, the riots would not have 
happened. They say that if the hotel had been closed, 
in accordance with the Licensing Act, that Sunday, the 
events leading to the riot and the riot itself would have 
been avoided. Here we must recall that Kalgoorlie has 
usually decided what part of the licensing laws it will 
observe. The Licensing Act provides for hours of cloring 
and so on, and particularly forbids open house on Sunday. 
No Kalgoorlie hotel bothered to observe these restrictions. 
Even when the police used powers to order the closing of 
hotels while there was danger of rioting, one of the principal 
hotels carried on as if there were no order, and the pro- 
prietor was fined by the courts. 

On Monday, January 29, Jordan died in the Kalgoorlie 
hospital, and that night a crowd of roughs and young 
hoodlums gathered near the Home-from-Home hotel. 
Presently a stone was thrown, and the crowd became active. 
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It bn^ -Wliido^Ai looted the biir, set fire bedfOotns. 
The fire biig^e was called. The crowd interfered with the 
brigade, obstructing the firemen and chopping the hose 
with axes. houses, also ItaHah, were attacked, 

and then, for good measure, Greek establishments were 
included in the violence. The mob, gathering courage, 
procedled to the neighbouring town of Boulder, where they 
gutted hotds and shops, in the presence of a large crowd of 
sightseers. 

Next night, Tuesday the 30th, rioting broke out again. 
The mob assailed the camp of Jugo-Slavs at Boulder. 
The Jugo-Slavs defended themselves, using firearms. 
There was something in the nature of a battle near the 
Ivanhoe dump. One man was killed on each side. Six 
of the attackers were wounded. Up to this time the local 
police had done their best, but they were mercilessly ill- 
used, and there seemed to be little or no help from the 
citizens. By Wednesday the 31st, reinforcements of police 
were in possession of Kalgoorlie, and the riot was at an 
end. 

The attitude of Kalgoorlie against “ foreigners ” is not 
easy to describe. Indeed it is full of anomalies. It is 
difficult to imagine the mines at Boulder without Jugo- 
Slavs and Italians, for these men arc of wonderful physique 
and are great workers. Every now and again we hear of 
protests against the employment of “ foreigners.” Never- 
theless, they arc admitted to the unions, who have pro- 
tested against the mob attacks on “ foreigners ” who were 
unionists. On the other hand, there were resolutions at 
meetings of miners against working with “ foreigners.” 

Many people in Kalgoorlie believe that the foreigners ” 
bribe shift bosses and so secure jobs. The contention is that 
thus the sons of Australian miners are deprived of employ- 
ment. If, however, officials are open to bribery, it is strange 
that the temptation only originates with foreigners. 

The instant condemnation of the outbreak expressed 
by the Labour Ministry at present in power in Western 
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Attstiralk, and their prompt action to check it, did not win 
gener^ approval from workers on the fields. Two in«3nherS 
of the Mini8tr7 who happened to be in the neighbourhood 
immediately endeavoured to calm the troubled watm. 
Ultimately they made their influence felt in the coundk 
of the unions, but at first they met only black looks and 
opposition. There is no saying what might have happened 
if the crisis had not been vigorously handled by the police. 
The intended or unintended results of the mob’s action 
might have crippled the town, and this should have bften 
clear to the thinking men in the unions, yet the action of the 
Government in sending police reinforcements from Perth 
to Kalgoorlie received nothing but condemnation in union 
utterances. 

The result of the outbreak has been to strengthen the 
hands of the police department, which has viewed the 
growth of hooliganism with increasing disfavour. The 
Licensing Act will now be as strictly enforced on the fields 
as anywhere else. The proceedings taken as the result of 
casualties and offences have been accepted without comment. 
The police are greatly hampered, however, by the difficul- 
ties of getting statements ; for the victims of the outrage 
are so intimidated that th^ are unwilling to incriminate 
anyone. 

The damage done by the riots has been variously esti- 
mated. The only figure having official support is in the 
neighbourhood of £60,000. Consuls of the countries affected 
have already opened negotiations with regard to compen- 
sation for damage to property and persons. Italy sent 
j^ioo for the assistance of her nationals who had been 
involved. 

In Kalgoorlie one hears of “ foreigners ” and 
Britishers,” the “ foreigners ” being those of foreign 
descent or foreign origin. For instance, in common use 
of the expression, no difference is made between naturalised 
Italians, alien Italians, and native-born British subjects of 
Italian descent. When it comes to international action, 
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these anomalies are bound to cause difficulty and perhaps 
hardship. That there is any continuing vendetta between 
the various races is open to doubt ; fot intermarriage 
occurs frequently enough not to be a novelty, and partner- 
ships ih th«! ptbspecting field cross the racial barrier 
fairly often. Nornwlly, Kalgoorlie is an orderly, good- 
natured and easy-going community, and it may be expected 
to settle down to its rdle of the friendly town. 

To the people of Australia in general the affair in its 
suddenness and magnitude gave a real shock. There had 
been no warnings of danger, and the outbreak appeared so 
much in excess of the incident from which it arose as to be 
rather mystifying. The press, both in its leading articles 
and in the letters of correspondents, was vigorous in con- 
demnation of the riots and hearty in its sympathy with 
the victims. The feeling that the affair was “ un-Australian” 
expressed at once amazement and shame. 

Australia. 

March, 1934. 



SOUTH AFRICA: THE LION AND 
THE UNICORN 

I. Political Chronicle 

O UR last instalment of the chronicle of South African 
events ended towards the close of January, on the 
eve of the second session of the seventh Union Parliament, 
The ensuing three months have been marked by four 
events : Prince George’s tour of southern Africa, a steady 
recovery of prosperity, the parliamentary session, and the 
often fiery debates, within and without the walls of the 
House of Assembly, on the Status Bill. 

Of Prince George’s visit it can be recorded with satis- 
faction that South Africans of all colours and political 
creeds were delighted to welcome their royal visitor, and 
believe that, in spite of the strenuous social duties he had 
to face, he enjoyed himself here. There can be no doubt 
about the return of prosperity. The rains that ended one 
of the worst droughts South Africa has ever experienced 
came in time to freshen up the country before Prince 
George saw it and to send honourable members up to 
Cape Town for the session in a more cheerful frame 'of 
mind than had at one time seemed possible. Conditions 
were and arc improving daily in the countryside, where 
the rains are being seconded by the efforts of the taxpayer. 
Farmers’ special relief, farmers’ interest and mortgage 
measures, help for the Land Bank, export subsidies in great 
variety, are all contributing to keep the farmers on their 
feet. Gold-mining, our other great industry, is booming. 
The mines are offering more and more employment to 
Europeans and Bantu month by month ; new areas are 
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bdag leased Wkx t^e State ; new ground is being explcnred, 
old workings reopened, and even the dumps. of tailing 
worked over ; for the world price of gold nukes it worth 
while to crqsh^^iireat masses of low-grade ore and promises 
a marked extension of life to the industry on which the 
present standard of living in South Africa depends. 

Thus, 'with agriculture recovering and gold-mining going 
from strength to strength, the commercial and industrial 
communities have plucked up courage ; there are signs of 
activity everywhere and unemployment has eased consider- 
ably. On the other hand, the diamond mines of Kimberley 
and Pretoria, for which South Africa has so long been noted, 
are in a condition of suspended animation, and throughout 
the country the effects of the strains of the past few years 
are still apparent. The programme for the session and 
the budget alike reflect past stresses, present cares, and 
hopes for the future. 

The Earl of Clarendon opened Parliament on January 26. 
The first part of the session that followed was occupied 
largely with committee work ; it is only since the Easter 
recess that the results of these labours are being made 
knovra. A full statement of the work of the session must 
therefore stand over till the next number of The Round 
Table ; here it will only be possible to discuss finance and 
the Status Bill, and to indicate briefly the scope and nature 
of the rest of the work in hand. 

The Speech from the Throne noted, as usual, the 
“ friendly and cordial ” relations that subsist between the 
Union and ‘‘ other members of the Commonwealth and 
foreign nations.” The cordiality was emphasised by the 
election of our High Commissioner, Mr. Charles te Water, 
to the presidency of the Assembly of the League. It is, 
however, tempered by the fact that our trade agreements 
•with our nearest neighbours, Mozambique and Southern 
Rhodesia, are both up for review, not 'without plain speaking 
on the part of the new Rhodesian Premier, Mr. Huggins, 
to which His Excellency tactfully refrained from referring. 
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N^, and still on the plane of high politics, three Bills 
werf promised' 

to bring the Union’s legislation into hannon/ with the present 
constitntional position and to regulate the Kill’s acts as Head of 
the Executive of the Union and the use of Rot's! Seals in connection 
therewith. 

The chiefest of these Bills is the Status Bill, which is dealt 
with in the next section. 

Perhaps half the Speech dealt, sigmftcantljj with the 
troubles of the farmers. Onrs is predominantly an agri- 
cultural community — overwhdmingly so if the non-Euro- 
peans be taken into account, as they ought to be — ^and 
what with drought, floods, foot-and-mouth disease, locusts, 
fillen world prices, the contraction of home markets, and, 
too often, riotous living on the platteland at times when 
silver was nothing accounted of, the farmers have been 
hard hit. Moreover, as a recent Economic Commission 
has shown, the roots of unemployment lie in the rural 
areas. Hence the emergency measures of agricultural 
relief adopted in 1933 are to be continued, including the 
strict limitation of the amount of interest claimable under 
the Farm Mortgage Interest Act of that year. There is 
ilso to be a state-aided, very nearly a state-financed, cam- 
paign against soil erosion as well as provision for assisted 
irrigation, land settlement, rural education (both general 
and agricultural), the further extension of public hfealth 
services into the country districts, where it is badly needed, 
and an overhaul, needed equally badly, of the systems of 
rural co-operation and credit. At the urban end, there 
is to be a determined effort, accompanied perhaps by 
pressure, to induce municipalities, tenderers for govern- 
ment contracts, and other public or semi-public employers 
to employ more white labour, if possible on a fifty-fifty 
basis ; the coloured folk will come in with the white as part of 
the civilised labour force of the country, and the redundant 
Bantu are to seek their livelihood on the land, whether 
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thcH ovm Or '^tlMSr peojtes*, and in tliij gold mifids, where, 
ior the ttioin^t at all events, the dehulnd for labtrar 
Is Iceen; Further, Mr. Hofnw^i Minister fqr the Interior, 
has drafted a Slum Clearance Bill whkh should Strengthen 
the hands of municipalities in dealing ^th that evil. For 
the rest, legislation is promised covering workmen’s com- 
pensation, insolvency, liquor, criminal procedure and evi- 
dence, while General Smuts, Minister of Justice, has intro- 
duced a General Law Amendment Bill, a consolidating 
measure which wiU bring the laws of the four provinces 
more closely into line with one another and relieve our 
judges of many of their present perplexities. 

Finance always comes last and unobtrusively at the end 
of any Speech from the Throne ; but since Parliament 
originated in and still lives by finance, it is fitting that 
finance should have pride of place in any detailed account 
of a parliamentary session. ITie Union has two budgets ; 
one for general purposes, the other for the state-owned 
railways and harbours. In presenting the latter, Mr. 
Pirow stated that the surplus on last year’s working was a 
little under £1,000,000, to which must be added a fortuitous 
£300,000 arising from the sale of stock. This surplus will 
reduce the accumulated deficit to about £2,500,000, and 
has already enabled the Minister to restore most of the 
cuts in wages, and encouragtti him to hope that in the 
coming year it will be possible to spend an additional 
£1,500,000 in wages, to restore normal working hours, to 
set all the shops going again at normal pressure, and to 
embark on a ten years’ schelnc for straightening and other- 
wise improving our main lines, at the ultimate cost of 
another £10,000^000, Meanwhile, the railway administra- 
tion has taken over the pioneer, but bankrupt, Union 
Airways, Limited, thereby enabling the Minister to co- 
ordinate air and rail transport, and strengthening the Union 
government’s hold on the power of the air, which is destined 
to play an increasingly important part in the affairs of 
southern Africa. 
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The general budget is the most cheering th»t Mr. 
Havana, our Treasurer, has been able to present for aeveraJ 
loi^ years. Thanks to the recovery of business, and above 
all to the large revenues that flow in from the gold mines, 
the revenue for 1933-3+ amounted to nearly ^^+0, 000,000, 
which was about j^3,5oo,ooo above the estimate. Since 
expenditure had been kept .within the limits assigned, less 
by rigid economy than because the amount earmarked for 
relief of interest on farm mortgages had been over-estimated 
by more than ;^i,ooo,ooo, the net surplus, after ^^1,914,000 
of accumulated deficit had been extinguished, was 
;^4, 5 10,000. Mr. Havenga, however, prudently declined 
to utilise this for the remission of taxation. Rather he 
proposed to use it to wipe out the memory of certain 
desperate measures that were taken a year back. Of the 
amount derived from leased gold mines, ^1,900,000 goes 
back to the account from which it was then borrowed, for 
our mines are after all a wasting asset ; 000, 000 goes 

towards clearing off the deficit on the pensions fund ; 
,^650,000 goes via the Land Bank to help credit and co- 
operative associations, and ,^960,000 to the humdrum 
redemption of public debt. 

The estimated revenue for the current year is ;C36,796,ooo 
and expenditure ;C33,988,ooo. The estimated surplus is 
therefore ,^2,808,000; but since the budget figures are 
based on the situation as it was some months back and 
revenue is still rolling in most encouragingly, it is safe to 
prophesy that, barring accidents, the estimate will be 
exceeded. Of this surplus, ^287,000 is to be carried 
forward, but the rest is to go in remission of taxation. 
First, income tax payers are to receive a primary abatement 
of £^00 instead of ,£300, and a rebate of 20 per cent, on 
what remains. The budget next gives restoration of the 
penny inland and Commonwealth postage, and reduction 
of other stamp and telegraph charges ; the abolition of 
quit-rents on farms ; a slight but very wdcome reduction 
of customs duties on tea, coffee, rice and sundries j and, 
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better st21, {^mise that thaagh the export snbsidi^ 
that w<^ to heavilf on most of the foodxtaffs the 
oowqitrjr aretoctmtinue in full force till June i, 1935, there- 
aito they^i^ be diminished bjr one-third' annuaU^ and 
win disappear, let us hope for ever, in the middle of 1937. 
It k an open secret that but for the dislocation that would 
have been caused b7 the sudden cutting down of these 
subsidies, the Government would have gone much further 
and faster than it actually proposes to do. For the same 
reason the Government has dealt gently with the customs 
tariff, in which revenue and protective duties are most 
unscientifically interlocked. It is good to know that it is 
undertaking a thorough overhaul of the whole confused 
and burdensome system. 

Behind and around the discussion of these financial and 
other measures, a controversy has raged upon the inter- 
national status of the Union and the future relations of the 
parliamentary parties to one another. The two issues are 
intimately connected. The political situation is governed 
by the fact that the two great parties, the almost exclusively 
Afrikander Nationalist party led by General Hertzog, and 
the mixed British and Afrikander South African party led 
by General Smuts, are working together in a pact or coali- 
tion, and are contemplating fusion. But a strong section 
of the Nationalists, strongest in the Cape province, has 
rallied to Dr. D. F. Malan, ex-Ministcr of the Interior, 
and gives the Ministry its support only so long as it main- 
tains “ sound national principles.” The programme of the 
projected new fusionist party will be announced towards 
the close of the session at the end of May. It remains to 
be seen how far it can be made acceptable, on the one 
hand, to the small “ Old Unionist ” wing of the South 
African party, and, on the other, to the much more 
numerous Malanite vnng of the Nationalist party. Some 
indication of the difficulties involved has been given in the 
debates which have recently taken place over the Status 
Bill. 
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II. The Status Bill 

T hree years have elapsed since the last full dreSs 
debate in the South African Parliament on the 
constitutional relations between the Union and the British 
Commonwealth. The occasion then was the submission of 
the draft of the present Statute of Westminster fortheappro- 
val of Parliament, and the debate revealed considerable 
divergence of opinion regarding the effect that the Statute 
would have upon the status of the Union. The Prime 
Minister and his Nationalist followers were emphatic in 
declaring that it involved the right of secession and neu- 
trality, while the members of the South African party were 
equally emphatic in maintaining that the unity of the 
Empire remained unimpaired. Ultimately the House of 
Assembly approved of the draft “on the understanding that 
the proposed legislation will in no way derogate from the 
entrenched provisions of the South Africa Act.” This 
understanding is purely conventional, as no reference 
thereto is to be found in the Statute itself. General Hert- 
zog,in accepting this amendment, which had been moved 
by General Smuts, was grateful “ to have come to finality 
with regard to our constitutional freedom.”* 

But “ finality ” in South African constitutional issues, 
as our past history shows, is an ideal difficult of attainment. 
Since 1912, when the Nationalist party came into being, 
constitutional issues have been the main dividing line 
between Government and Opposition in Parliament. For 
the last twelve months the bitterness of party strife has 
been stilled by coalition, yet in the foreground of the “seven 
points ” upon which the coalition was built stood the 
maintenance of the Union “ as a national unit on the basis 
of the sovereign independence that had been guar- 
anteed to it by the Statute of Westminster.”t The 
• See The Round Table, No. 84, September 1931, pp. 913-914. 

1 See The Rouhd Table, No. 91, June 1933, p. 689. 
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success of gave nac to a moy^ott fqr 

the pernunent fusion of the two parties; but tbfs 
march towards fusion has, to say the least, been gravely 
impeded by the attitude of Dr- Malan and his followers, 
who hold that fusion with a South African party that 
includes the Old Unionists ” would be a betrayal of 
Afrikander traditions and a surrender to the forces of 
capitalism and imperialism. At the same time, Dr. Malan 
is anxious to reunite the two sections of the Natioxulist 
party before the programme of the projected new party is 
drawn up finally — a desire which General Hertzog, the 
creator of the Nationalist party, naturally shares. It 
follows that, if this end is to be achieved and a future split 
in the Nationalist party averted, the programme of the new 
party must be such that the Malanites can accept. 

Early in the session, these issues were raised in corres- 
pondence that passed between the Prime Minister and Mr. 
F. C. Erasmus, secretary of the head committee of the 
Nationalist party in the C^pe Province, Dr, Malan’s strong- 
hold. Both agreed that room must be found for all “ Afri- 
kanders,” whether English- or Afrikaans-speaking, who 
shared the same inner convictions ; General Hertzog empha- 
sised the point that those convictions must be the test of 
Afrikanderhood, and not blood and speech as so often in the 
stormy past. The committee then asked that sovereign inde- 
pendence be ao described in the programme that there can 
be no mistaking its meaning; that the right to make 
republican propaganda be entrenched ; that within a reason- 
able time steps be taken to appoint a South African as 
Governor-General, to abolish appeals to the Privy Council, 
to make nationality square with “ sovereign independent 
status ” as defined above, and, generally, to eliminate aU 
“ constitutional anomalies.” Finally, they asked that their 
reading of the Statute of Westminster be accepted, to the 
effect that the Crown is divisible, and that the Union has 
the right of neutrality and, in the last resort, of secession. 

General Hertzog replied that everyone would be free to 
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advocate reptiblicanism, monarchism, fascism or anythi^ 
else; that he was alreadf considering the problem Of 
nationality, and was ready also to consider the aboHdon 
appeals as soon as certain business already in the hands of 
the Judicial Committee had been disposed of, and the 
appointment of a local citizen as Governor-General as soon 
as there was a popular demand for it. He stated further 
that though, since 1926, he himself had never doubted the 
reality of sovereign independence, the divisibility of the 
Crown, and the twin rights of neutrality and secession, he 
feared that any attempt to define these things would lead 
to confusion rather than clarification, and might even sug^ 
gest that South Africans doubted their reality. 

The Cape committee obviously did not relish the Premier’s 
ranking of republican propaganda alongside so many other 
forms of political activity ; but they jumped at his admis- 
sion that he believed in the divisibility of the Crown and 
the rights that arose therefrom, and also at his assurance 
that the measures which the Governor-General had an- 
nounced at the opening of Parliament “ to bring the 
Union’s legislation in harmony with the present constitu- 
tional position” would be in accord with the idea of 
sovereign independent status. Meanwhile, to resolve the 
doubts and even alarms to which the publication of this cor- 
respondence had given rise. Generals Hertzog and Smuts 
exchanged letters which made it crystal clear that the 
Hertzog-Erasmus pour-parlers were a domestic matter, 
designed solely to close the breach in the ranks of the 
Nationalist party and in no sense to define the platform of 
the projected new party. The programme of that party 
must still be drawn up by the leaders of the two great parties 
and confirmed by their respective party congresses. “ As 
to the divisibility of the Crown,” wrote General Hertzog, 
“ the right of neutrality and the right of secession, they 
are matters of interpretation upon which we differ.”* 

The publication of the Hertzog-Erasmus correspondence 

* ‘The Cape Times, February 19, 1934. 
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ga ere oi ti|e Status B 31 asd Its 

two allied .nesssres andoobtedlT^ created a falssf im^eesaoti 
of dieir. nbject and nature. Rumours wot: soon current 
tiut the Bills would abolish. British citid^oship in the 
tJniont proclaim Ring George as “ King of South Africa^** 
and destroy the last constitutional safeguard of the pro- 
vincial system by depriving the King of his veto. Protrat 
meetings were held in Durban, East London, Johannesburg 
and several ksser centres on the ground that the Status 
Bill was “ destructive of our liberties.” The omission to 
publish these Bills in the Gazette before their submission 
to Parliament, as is customary, encouraged extravagant 
criticism under an erroneous impression of their contents, 
all the more as it was not known at the time that the delay 
in publication was due to the necessity of consulting His 
Majesty. 

TTie Status Bill was introduced in the House of Assembly 
on March 22. It is aninstrument “to provide for the declara- 
tion of the status of the Union of South Africa, for certain 
amendments of the South Africa Act, 1909, incidental 
thereto, and for the adoption of certain parts of the Statute 
of Westminster.” The preamble, after referring to the 
resolutions of the Imperial Conferences of 1926 and 1930, 
and more particularly to the well-known “ Balfour for- 
mula ” on Commonwealth relations adopted in 1926, 
proceeds to define the status of the Union “ as a sovereign 
independent State as hereinbefore defined.” Clause 2 
declares that the Parliament of the Union is the sove- 
reign legislative power in and over the Union and that no 
future Act of the Parliament of the United Kingdom shall 
apply to the Union “ unless extended thereto by an Act of 
the Parliament of the Union.” Clause 4 vests the executive 
government of the Union in its domestic or external affairs 
in the King, “ acting on the advice of his Ministers of 
State for the Union ” ; any reference in the South Africa 
Act and in this Act to the King shall be deemed a reference 
to the King acting on such advice. 

AAA 
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’Hiese are the crucial clauses of the Bill. Among other 
prorinmu around which controversy raged arc the ahchtioRi' 
of reservation ; the deletion of the words “ of the United 
Kingdom of Great Britain and Ireland ” in rrference to th® 
King’s title in the oath of all^iance to be taken by merh^ 
bers of Parliament; and the substitution of “Union 
national ” for “ British subject ” in those sections of the 
South Africa Act that define the qualifications of members 
of Parliament. The last two modifications, when divorced 
from their context, seem drastic enough, but it is difiScult 
to disagree with the ministerial interpretation of their 
meaning and effect. The words deleted from the oath of 
allegiance to be taken by members of Parliament are 
redundant, because it is patently clear from another section 
that the King referred to is the King of Great Britain and 
Ireland as by law established. The substitution of 
“ Union national ” for “ British subject ” involves no real 
change, since every British subject who could qualify for 
membership of Parliament under the South Africa Act 
would become a Union national under the existing law of 
the Union. The distinction between domicile and residence 
is too slight to affect the issue for this purpose, and in any 
event the clause refers only to the qualifications necessary 
for membership of Parliament. 

The Bill was sponsored on behalf of the Government by 
Mr. Oswald Pirow, Minister of Railways and Defence, the 
best “ neutral ” on the ministerial side and the only 
Nationalist member of the Cabinet who took part in the 
debate on the second reading. The case for the Govern- 
ment was that the Bill went no further than a declaration 
of the existing relations of the Union and the Common- 
wealth ; that it did not in one iota go beyond the resolutions 
of 1926 and 1930 and the Statute of Westminster ; that it 
did no more than “ dot the i’s and cross the t’s,” and was 
was in no wise influenced by the Erasmus-Hertzog corres- 
pondence. General Smuts, in one of the most impressive 
speeches of his long career, did much to allay doubts and 
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sospidonB ia atresnog this view. Soverdgn uul«p«adaice, 
lie aasertedi, meaat no more in the Bill tham idut wu 
imi^ed bf the “ Balfour formula,” the essence of whkli 
WM the **-eq«ation ” between Great BHtain and the 
Dominions. iHe made no secret of the fact that on secession^ 
neutrality and a republic ** he stood absolutely where he 
stood before.” No member of the Cabinet advanced the 
contrary view. The silence of the Prime Minister was 
significant. 

The opposition to the Bill was led, not by a Natal mem> 
ber as might have been expected, but by Colonel C. F. Stallard, 
a South African party front-bencher and a member for a 
Witwatersrand constituency. In his opinion the Bill 
went beyond the resolutions and beyond the Statute of 
Westminster. It was a matter upon which the other 
members of the Commonwealth should have been con- 
sulted. Clause 4, he maintained, was revolutionary. It 
destroyed the personal prerogative of the King, it did away 
with the flexibility of the Constitution and upset its equili- 
brium. General Smuts, however, contended that the 
King in his executive government, by what has long been a 
binding constitutional usage, exercises his powers only 
on the advice of his Ministers, and that all that the Bill 
attempted to do was to bring the legal relationship into 
harmony with existing practice. General Smuts admitted 
that the King may choose a Prime Minister on his own 
authority and that there were plausible grounds for assum- 
ing that in certain circumstances his personal discretion 
might be exercised in dismissing a Ministry or even in 
dissolving Parliament. 

In winding up the debate, Mr. Pirow announced that 
he would move in Committee amendments to clause 4 
whereby the reference to the King as acting on the advice 
of his Ministers would be qualified by the words, “ save 
where otherwise expressly stated or implied,” and that 
the existing constitutional conventions affecting the 
Governor-General in his choice or dismissal of Ministers, 
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aad the summons, prorogation and dissolution of 
ment should remain untouch«l. These amendments go 
far to remove the objections to the diminution of the 
prerogative, for it is a moot point whether the personal 
prerogative survives in any other sphere. It is perfectly 
clear that the King cannot declare war or make a treaty 
without the co-operation of his Ministers, but it is by no 
means clear whether he cannot refrain from action though 
advised to take it. Mere inaction is not equivalent to 
action ; the Ministers would have the constitutional option 
of resignation. The standpoint of Colonel Stallard and 
his few supporters was that the translation of a usage 
into statute law was a material change, for disuse does not 
destroy the legal efficacy of a constitutional right. The 
King’s personal prerogative may be dormant, but it might 
come into play in time of emergency, for instance if his 
Ministers should give him unconstitutional advice. They 
maintained that the ministerial amendments did not go 
far enough, and in Committee they pressed staunchly for 
the preservation of all the royal prerogatives, known and 
unknovra. They fought to the last ditch through an all- 
night sitting. 

As a sop to sentiment the Government restored the 
reference to “ British subject ” by specifying in the section 
dealing with the qualifications of members of Parliament 
that Union nationality may be acquired inter alia by 
domicile as a British subject. 

Objection was raised in some quarters to the retention 
of the title of Governor-General for the representative of 
the King, on the ground that it savours of past subjection. 
These purists might well be reminded that the title of 
Governor is still used by the executive Heads of the 
American states, although a century and a half has elapsed 
since their secession from Great Britain. A more im- 
portant issue, which does not arise directly from this Bill 
but is bound up with its principles, is the need for clarifying 
the present status of the Governor-General. As the repre- 
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the fanctioiis o£ the monarch; neverthdess he is not 
immone iram legal process in his personal or polkicd 
capadtp. The prestige of the office still stands high in 
the Union, but the strong and very natural desire that 
in the near future the Governor-General should be chosen 
from our own citizens might conceivably weaken that 
prestige. The example of Ireland is too patent to be 
ignor^. It might well be considered before the break 
with existing usage has taken place whether the Governor- 
General should not be given security of tenure for a specified 
period and immunity from legal process during his con- 
tinuance in office. 

Since the Status Bill is primarily declaratory of our claim 
to full nationhood, the debate in the House has necessarily 
been confined to its effect upon our external relations. 
The internal aspect has received much less attention. Yet 
the abolition of reservation has an internal as well as an 
external effect. The Union constitution is flexible, yet 
not so fully flexible as that of Great Britain ; for the South 
Africa Act entrenched some of its clauses by requiring 
for their amendment a two-thirds majority at a joint sitting 
of both Houses. It also attempted, by the device of 
reservation, to give stability to some institutions, such as 
the provincial Councils, and to safeguard certain principles 
from sudden changes, e.g., the provisions relating to the 
House of Assembly. The practical value of reservation 
as a safeguard has admittedly been slight, as the royal 
assent has not been withheld from a reserved Bill since 
Union, but it has always been incumbent upon the Govern- 
ment to proceed warily, and so far no amending legislation 
affecting the provinces has been brought in without full 
consultation and some measure of agreement with the 
provincial authorities. The Government has recognised 
that the abolition of reservation would derogate from pro- 
vincial rights, and has readily agreed to bring in an amending 
Bill for their better safeguarding ; but it is arguable that 

669 



South Africa : The tiion and the Unicorn 

inanj' iStlier clauses of the Act of Union that have 
been subject to reservation are likewise entitled to some 
iltemative safeguard. Incidentally it may be noted thm 
the right of appeal to the Privy Council has not been in 
any way impaired by the Status Bill. 

Dr. Malan was unfortunately ill in hospital during the 
debate, but his immediate followers, several of whom are 
avowed republicans, spoke and voted in favour of the Bill 
because they professed to see in it the divisibility of the 
Crown and the declaration of our sovereign international 
status with the right of secession and neutrality. With 
regard to neutrality, however, the Minister of the Interior, 
Mr. J. H. Hofmeyr, made it perfectly plain that if neutrality 
is used in the sense of passive belligerency we have possessed 
and exercised that right since 1914 ; but that neutrality in 
the international sense is inconsistent with our member- 
ship of the Commonwealth. 

Perhaps the most unsatisfactory feature of the debate 
was the diverse interpretations that were given of what 
the Bill involved. Was it desirable to place on the 
Statute Book a measure upon whose fundamental implica- 
tions its supporters were at variance ? Not that the Bill 
was hastily or carelessly drafted. 

If ever a Bill (said General Smuts) was drafted in Cabinet by the 
whole Cabinet, this is the Bill. Some of the most contentious 
clauses, some of the clauses over which controversy has raged most 
hotly, emanated from the members of the South African party in 
the Cabinet. 

This latter statement is puzzling but not illuminating. 
In justice to the members of the South African party in 
the Cabinet it must be said that they did not differ among 
themselves upon interpretation and that they left the country 
in no doubt what interpretation they placed upon the 
contentious issues. 

The Bill was given a second reading with only seven 
dissentients, proof not merely of the solidarity of the 
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Galiiiice bat agreement bjr the vast majority that the 
BSi promote racial peace and bring fusion a step nearer. 

htet vras emphasised by prominent speakers towards 
the md of the debate. Dr, Bremer, leader of the Cape 
Nationalists in the absence of Dr. Malan, insisted that 

the sutttx is sot one of politics, but one of natural derelopment 
which has to be recognised by aU who are prepared to co-operate. 
There is in actnal fact no such thing as the British Empire — it is 
the British Commonwealth of Nations, and together with onr 
fellow citizens of the English race, we can be proud of that asso- 
ciation. We recognise the advantages of belonging to the Common- 
wealth, but we have reached a position of independence, and I think 
we must seek our future in developing ourselves in such a way that 
we shall be of importance in the world as well as in the Common- 
wealth. 

To which General Smuts replied : 

This is the sort of solution that if ... I were a dictator, I would 
dictate. . . . We have had two roots of bitterness in ihe past ; 
one root was racial and the other was constitutional. The racial 
root'is withering. . . . Let us cut the other root too. To a large 
section of our people their pride is not only a national pride, but a 
personal pride. We shall never have peace in South Africa until 
we satisfy that. We must settle it. . . Whether it is neutrality 
or secession or any of these things, they will be decided not by legal 
documents nor by the phraseology of a Bill like this, but by the orcLul 
of facts, of great events which might shake not only this country, 
but even the world. But sufficient unto the day is Ae evil thereof. 
Wise men leave these things alone. 

Political opportunism was at a discount during the 
debates. Several members from constituencies where 
feeling ran high against the Bill risked their political future 
by voting for it. There is a strong belief that the old 
party feuds are dead. A significant illustration of this 
fact was seen during the budget debate, when one of the 
two Roosite members in the House joined hands with the 
Labour party, giving as one of his reasons that in future 
party alignments would run on economic and not on racial 
lines. Thb is all to the good, and by the same token 
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1^. Tielmaa Rods lua»elf, the sometime leader ol tlM 
TratHvaal Natbnalists wdiose return to politics at the t^aae 
of 193Z did so much to push the two great parties mto 
coalition, has since declared war on the Ministry f<» wasting 
time over status and neglecting the economic troubles of 
the people. 

There is just time to record that Mr. F. C. Erasmus, 
arrayed in an orange shirt, attended a meeting of Cape 
Junior Nationalists in Cape Town one night in April to 
discuss a programme that bears many resemblances to the 
programmes we have learned to associate with shirts. 

Meanwhile, secession and neutrality are issues that by 
their very nature cannot be determined on legal grounds. 
Good will, mutual advantages, common interests are the 
“ silken cords ” that can alone hold the Commonwealth 
together. Should these fail, nothing else will succeed. 
This is the answer to the conundrum, what would happen 
if the King received conflicting advice from different parts 
of the Empire. 

III. The Late President Reitz 

I T has been claimed for the Status Bill that not merely in 
its afl[irmation of South Africa’s freedom, but also by 
virtue of its having been sponsored by British no less than 
Dutch political leaders, it will do much to weaken the hold 
that the republican ideal has upon a section of the popula- 
tion of the Union. Apart from that, it has often been 
observed of late that republicanism has been losing its 
appeal, and that it is no longer possible to set the veld 
aflame with the republican cry, as it would have been even 
ten years ago. A Nationahst Minister in the Coalition 
Government has indeed gone so far as to describe agitation 
for a republic as a bad joke. 

It is against this background that one notes the snapping of 
one of the few remaining personal links with the old republican 
governments. With the death of President F. W. Reitz, 
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tfae iwt ol Sovth African Presidents has dq^arte^. 
Kmgec liM .^one^ Steyn has gone, and now Peitx, in lus 
nmetieth year, having outlived his ge&eratio|^, has also gone. 
Of those VTho were members of republican Goveminents 
onlyr JC^. I<eyds in Holland and General Smuts iix South 
Africa survive. Several of the men who came to promin- 
ence during the Boer war period still remain — but within 
no very lengthy term the post-war generation will be 
govemmg South Africa. 

Reitz was a worthy representative of his period, a period 
during which South Africa was rich indeed in the greatness 
of its men. In history, more particularly the history of 
the Orange Free State, he marks a transition ; moreovo-, 
he was the embodiment in his own person of two of the 
great conflicting tendencies in South African affairs. 
Like Sir Jan Brand, his predecessor as President of the 
smaller of the two republics, he was born a British subject, 
in the old Cape Colony. Like him he graduated through 
the law to the headship of his State. Like him his pre- 
vailing policyas Presidentwas one of friendship with the Cape 
Colony (also therefore with Great Britain), with a united 
South Africa in prospect, coupled with unwillingness to 
associate himself with the isolationist ideals of his fellow 
President, “ Oom Paul ” of the Transvaal. But Reitz was 
more of a sentimentalist than Brand, and his keen sense of 
the distinctiveness of the Afrikaans-speaking people in 
South Africa made him susceptible to the hostility that 
was engendered by the adoption by Great Britain of policies 
offending that sense. Brand’s policy remained substantially 
unchanged by the shocks of the annexation of the diamond 
fields and the Shepstone adventure of 1877. Reitz was 
less stable in his adherence to his earlier policy. Already 
during his presidency he sometimes deviated from it 
towards closer co-operation with Kruger. Later, when 
ill-health had compelled his resignation, and when, after 
his recovery, he had become State Secretary of the Trans- 
vaal, his counsels during the critical days of 1899 were not 
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CoolBsek of peace, and there were few who fek as keesfy 
s8 he did the bitterness of the struggle that followed and 
the manner of its conclusion. 

After the Peace of Vereeniging, indeed, he refused to 
remain in South Africa as a British subject, and became a 
wanderer in other lands. Later, under the influence of 
time and of General Smuts, he allowed himself to be recon- 
ciled to the new order, and again plaj^ed a part in South 
African affairs. The war had left its mark on him phjrsic- 
alljr, and indifferent health was the companion of his later 
years — even so he filled vdth distinction the office of 
President of the Union Senate during the first ten years 
of Union. 

With his passing. South Africa has lost one of its 
choicest personalities, a man kindly, courteous, and with a 
keen literary sense — never happier, for instance, than when 
translating a poem of Burns into racy Afrikaans — an his- 
torical figure, who not only made history in South Africa, 
but who in large measure summarised in his career the 
history of his time ; a fitting representative of the type of 
cultured South African “ Boer ” at its best, illustrating all 
the finer qualities and some of the defects of his people. 
One of the sons who survive him, a worthy son of a worthy 
sire, is Colonel Deneys Reitz, the author of Commando 
and trekking On, and a member of the Coalition Cabinet, 
in which those tendencies would appear to have been 
brought into harmony, that fought for the mastery in the 
old President. 

South Africa. 

April 28, 1934. 
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NEW ZEALAND AND SOME 
EMPIRE PROBLEMS 


I. The Trade in Dairy Products 

T he most difficult and most immediate problem that 
the Government has to face is what action to take 
with regard to the proposed quantitative restriction of 
imports of our dairy produce into Great Britain. When 
the Prime Minister and the Minister of Industries and 
Commerce attended the World Economic Conference of 
1933, strong pressure was brought upon them by repre- 
sentatives of the British Government to consent to the 
revision of the Ottawa agreement without waiting for its 
expiry in November, 1935, so as to enable the British 
Government to impose quotas on {inter alia) Dominion 
dairy produce. Obviously no Ministry, particularly one 
so dependent upon the vote of the farmers, could even 
contemplate asking the Dairy Produce Control Board to 
make such a suggestion to the dairy farmers of this country. 
At the same time courtesy as well as self-interest put a 
curt refusal out of the question. 

It was therefore unofficially arranged that Mr. Thomas 
Baxter, a past president of the National Farmers’ Union, 
and since chairman of the new Milk Marketing Board, 
should come "ut to New Zealand, on the invitation of our 
Prime Minister and with the concurrence of Mr. Elliot, 
the British Minister of Agriculture, to place before the 
farmers of the Dominion the views of British farmers. 
Mr. Baxter interviewed farmers and the Dairy Board, gave 
an informal address to members of Parliament, and was 
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ciOBfr-examined in a two honrs* conference. Hfis message 
was thus summed up in one of his speeches : Our market 
is saturated and we do not want you to send us any more.” 
His concrete proposal was that New Zealand dairymen 
should agree to a reduction of lo per cent, in the amount 
of cheese erported by them, approximately 10,000 tons, 
this restriction to be preliminary to a restriction at a later 
date upon the importation of butter. 

The case for the dairy farmers that was made in answer 
to Mr. Baxter may be thus summarised : 

(a) Such a restriction on the ejqwrt of cheese would penalise New 
Zealand only, and as the importation of cheese into the United 
Kingdom has been practically stationary since 1925, this factor 
cannot be the cause of low prices of milk. 

(b) Any reduction in the export of cheese would damage the New 
Zealand dairy industry as a whole ; for many farmers who have 
developed herds eminently suitable for cheese-making would be 
detrimentally affected by the swing-over from cheese to butter, and 
some factories would have to close down. 

As to future restriction of butter imports, Mr. 
Baxter’s attention was called to the fact that as the dairy 
industry is responsible for 45 per cent, of the Dominion’s 
income from exports, such restriction would make it 
impossible for her to meet her obligations to Great Britain. 
By far the greater part of the land available for farming is 
suitable only for dairying, and much is still in process of 
development. Unless this development can be continued — 
and New Zealand’s financial obligations have been under- 
taken on a certain basis of planned development of the 
country — the whole financial struaure of the industry will 
break down and a state of financial paralysis ensue. 

The whole system of quota restrictions is retarding the 
recovery of normal conditions in world trade. There 
were some who said that saturation point had been reached 
in butter consumption in 1926, when the consumption of 
butter in Great Britain was 5,500 tons per week, whereas 
the average consumption at the present time is 9,000 tons 
per week. By the development of the Dominion and the 
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stippljr ol ]|i^ quantities oi hi j^[M:hs8 foodstuffs at reason- 
ahle prices, t&e cost of living in the United 'Kingdom faas 
been kept down and its great industri^ developmoit 
aided. The restrictioa of output in NeW Zealand wiU 
endanger a large amount df British capital, the security 
for which is dependent upon the improvement and more 
profitable use of large areas of undeveloped land. 

Apparently, from what Mr. Baxter said during his visit, 
the British Government is averse to reducing the large 
quantities of low-grade condensed milk and milk powders 
coming from foreign countries, or to restricting in any 
way supplies of margarine. These were possible steps 
suggested in New Zealand, where it is considered that 
restriction of imports of butter, leading to increased 
prices, will bring about the further development of 
margarine production and importation. It is maintained 
that practically the only advantage that dairy producers 
have derived from low prices is the increased consumption 
of butter, with a corresponding decrease in the consump- 
tion of margarine. A deadlock was therefore reached. 

On the one hand, the Ottawa agreement precludes Great 
Britain from restricting Dominion dairy produce imports 
except by voluntary arrangement, while Great Britain’s 
trade agreements with foreign countries, under which 
certain guarantees have been given, prevent her from 
acceding to the demand of the Dominions that she should 
first cut her foreign supplies. On the other, here we have 
an established industry, upon which the country is largely 
dependent, with specialist machinery and marketing 
organisation, efficiently developed in one direction and 
unable to direct its output into other channels without the 
expense of scrapping its present plant and re-equipping 
itself. And if that industry diminished the cheese supply 
and concentrated more upon butter it would find the 
market “ thrown open to the four ends of the earth.” 

The unofficial envoy’s mission having failed, negotiations 
were resumed between the Governments. Their content 
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vr 3 » areiitQa% dudosed by the Prime Minister to » cem?- 
fettaBCCi hdd at Wellington on March 13 and attended 
t^ Prime Minister and several members of the Cabinet^ 
together with representatives of the New Zealand Dairy 
Frodnee Control Board, the New 2 Jealand Farmers’ Union, 
the National Dairy Association, the South Island Dairy 
Association, the New Zealand Dairy Produce Exporters’ 
Association, the New Zealand Free Marketing Association 
and the nine wards constituting the electorate of the Dairy 
Board. 

The cablegrams that Mr. Forbes communicated to the 
Conference contained a definite declaration of British 
policy to regulate the United Kingdom market, in order 
to increase price levels and thus alleviate the position of 
the home producer ; they also gave details of the Milk 
Marketing Board’s scheme. The New Zealand Govern- 
ment asked whether the adoption of practically a free tariff, 
so far as British goods were concerned, would enable New 
Zealand to obtain the free entry of her produce to the 
British market. The British Government replied that 
tariff and quota problems were quite separate and that the 
British Government was already committed to a policy 
of regulation of imports. In addressing the meeting the 
Prime Minister declared that the question of regulation 
was out of the way for the next two years, until the expiry 
of the Ottawa agreement, but Mr. Coates, the present 
Minister of Finance, and leader of our delegation at 
Ottawa, called attention to the provision in the agreement 
that — 

In the event of circumstances arising which in the judgment of 
either Government necessitate a variation in the terms of the 
agreement, the proposal to vary those terms shall form the subject 
of consultation between the two Governments. 

He pointed out that once the British Government had 
embarked on a policy it did not turn back, and he urged 
that they should endeavour to reach a friendly agreement. 
He also pointed out that Great Britain would not make a 
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B^tate agreaxieat wkh New Zealand and leave the other 
Dominkma out ; for the traditional polic7 of the United. 
Kingdom was to discuss questions with the t^minions as 
a whole. > 

Eventuallf, resolutions were passed the conference in 
favour of a stabiHsation scheme for the local butter niarlpet, 
of taking steps to improve both the quality of New Zealand 
butter and cheese and the marketing conditions for th6m 
in the United Kingdom, of accepting the invitation of the 
British authorities to a round table conference to discuss 
the future development of the industry, and referring to 
the Dairy Board, in conference with the Government, the 
question of sending a delegation to the United Kingdom. 

Various committees were then set up to report direct to 
the Government. They recommended, first, a subsidy to 
the dairy farmer of zd. a pound on butter fat, or, alterna- 
tively, an advance of a similar amount to the industry, to 
be provided in the following manner. When the general 
average price for butter fat exceeds lod, per pound by at 
least id. per pound, the Government shall collect a levy 
of fd. per pound until the full advance has been repaid. 
Other recommendations were the immediate reduction of 
farm costs through derating, a reduction in interest rates, 
a reduction in tariffs, and thorough rationalisation of the 
industry. Finally, it was proposed that the Government 
should set up a Royal Commission to examine ways and 
means of improving the efficiency of the dairying industry. 

The Conference between the Cabinet and members of 
the Dairy Board concluded on March 23, when the Prime 
Minister announced that the Board would meet as soon 
as possible to discuss the representations to be made to 
the United Kingdom authorities. The Board would 
submit specific plans to the Cabinet, which would then 
decide whether it would agree to the sending of a delega- 
tion. It had been proposed that the latter should consist 
of a Cabinet Minister and two representatives of the dairy 
industry. Mr, Forbes hoped that it would be possible to 
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bfb^ aboat such an improvement in price levds tkit tiw 
question of a subsidy would not arise. 

II. Shipping Subsidies 

A nother question that calls urgently for prompt 
action is the protection of Australian and New Z^ealand 
shipping in the trade between North America and New 
Zealand and Australia — ^and also between the British 
countries, Fiji, New Zealand and Australia — from the 
subsidised competition of United States vessels. This 
competition, which threatens the very existence of the New 
2^1and shipping service, cannot be overcome by unaided 
private enterprise. 

The question has two aspects, the general imperial one, 
namely, the threat to British shipping generally from the 
highly subsidised vessels of the United States, Japan and 
Italy ; and the more domestic one of the trade between 
New Zealand, Australia and Fiji. Concerted action is 
obviously required, but although the matter has been 
publicly ventilated and brought to the attention of the 
Governments of Great Britain, Australia and New Zealand, 
so far we have had to suffer “ the humiliation of our abject 
submission to such an attack ” — to quote the words of the 
chairman of the P. and O. company, in exhorting the 
executive and officers of the Union Steamship company to 
“ keep the red ensign of Britain on the seas in the face of 
the worst storm that has ever threatened British shipping.” 

The question is more than one of imperial prestige. The 
existence of the British Commonwealth depends upon a 
strong British mercantile marine protected by an adequate 
British navy. But where the interests of the Commonwealth 
conflict with those of the United States, we seem to be 
letting I dare not’ wait upon ‘ I would.’” Hence it is 
as well to set out in some detail the representations that 
were made to our Government on February 27 by the 
New Zealand Shipowners’ Federation. 



Ji'ii 1o United States Ships 

Financial aid is given to the United States shipping com- 
panies hy their government by means of loans for building 
and subsidies for running ships, as well as by' statutory 
protection against the carrying of passengers or merchan- 
dise by foreign vessels between their own ports. 

The Matson Navigation company of San Francisco, now 
trading between San Francisco, Fiji, New Zealand and 
Australia, and its subsidiary, the Oceanic Steamship com- 
pany, have been granted loans for the building of three 
20-knot steamers, each of about 18,000 tons gross register, 
the Mariposa, Monterey and Lurline. The last has just 
been finished, but owing to the depression is not 
yet entering upon the service. Subsidies (into which mail 
carriage scarcely eaters) are granted to the Oceanic 
Steamship company for a service between San Francisco 
and Sydney, via Honolulu, Pago-Pago, Suva and Auckland 
for the Mariposa and Monterey, and also for a monthly 
service of cargo steamers from San Francisco and Los 
Angeles to Australia via New Zealand run by the Oceanic 
and Oriental Navigation company, which is owned jointly 
by the Matson Navigation company and the American- 
Hawaiian Steamship company. 

The total annual monetary assistance given by their 
government to the United States vessels across the Pacific 
to New Zealand and Australia was stated to be as follows : — 


Interest saved on loans — £ (at par). 

Mariposa and Monterey 108,189 

Lurline 68,05a 

Subsidy to passenger line (four-weekly) . . . . . ■ 203,207 

Additional subsidies when three-weekly service com- 
mences . . , . . . . . . . . . 62,526 

Subsidy to New Zealand cargo service (now discontinued ; 

formerly £34,879) — 

Subsidy to Australian cargo service (now via New Zealand) 43*349 


Annual total £485,321 


or, omitting the Lurline, £354,745. 

BBS 
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rabskUes alone are more t]»n anfficient to pejr 
iiibjQle of the interest at 6 per cent, upon the proporti^nl 
the capital cost that was foand the companf (one-£oarth), 

pins the interest upon the loan from the government, and to 
leave each yai a sum sufficient to wipe out the government 
loan in twenty years. The company therefore acquires the 
ships free of all mortgages to the State at the end of twenty 
years, having paid originally one-fourth only of their cost 
and having had interest at 6 per cent, upon this one-fourth 
for twenty years out of the State subsidy. In other toords, 
the shipping company has to meet no capital charges in con- 
nection with its ships. 

Comparison with British Vessels 
British vessels in the San Francisco mail service are said 
to be paid in subsidies per annum : 

From New Zealand ^{^22,500 

From the Tahitian government 2,080 

with the following addition, if the Vancouver mail service 
is taken into account : 

Froth New Zealand j()i8,ooo 

From Fiji 5»ooo 

From Canada (|ioo,ooo) 20,548 

These subsidies, insignificant by comparison with those 
granted by the United States government, are given for 
definite services in the way of mail carriage and tiude 
facilities. The United States government also make a dis- 
crimination in mail poundage between their own unsub- 
sidised vessels and foreign vessels. 

The object of the ship subsidy of the United States was 
stated by the United States Postmaster-General* to be to 
compensate American shipowners for three things : the 
much higher cost of ship construction, the higher wages of 
American $eamen, and the subsidies of other nations. 

• JVrw rari Tims, June 7, 1951. 


682 



ThcM raHDMi-il » oostieadedt are not valid against $i{aivr 
Ziial«««i nad AnatralUn veiMk.. In the case of the nevr 
lineaon veteels mf cost of sh^ eoia^fikstiipa k lar 
move Chan otmored bf government loans ef duee-ic^aaners 
ot the ODBC St nom^ interest, while the Oceamc and 
Qricntd ^e cargo boats were purchased from the United 
States government Shipfdng Board at the kw price of 
$10.25 per ton dead-weight capacity. 

As r^rds the wages, the following comparison of the 
monthly rates on the American vessels with local seamen’s 
wages was made by the Federation : — 



Wages on 
Matson line 

New 



converted 

S^and 

Australian 


at par. 

Wages. 

Wages. 

Oilers.. 

.. £11 6 1 

£iS 3 6 

5 9 

Firemen 

10 5 6 

15 3 6 

*4 S 9 

Wipers 

8 4 *5 

*3 3 6 

iz 9 9 

Sailors 

9 IS 3 

13 3 6 

li 9 9 


Moreover, New Zealand and Australian seamen receive 
large additions to their wages in the way of overtime and 
holiday payments, averaging approximately 24 per cent, 
extra. No holiday pay and practically no overtime are said 
to be paid on American vessels. 

Between 1885 and 1900 the Union Steamship company 
of New Zealand, in conjunction with an American firm, 
carried on a trans-Pacific mail service between Australia, 
New Zealand, Hawaii and San Francisco ; but in 1900 Con- 
gress extended the United States navigation laws to 
Hawaii, and the Union company had then to withdraw 
from that trade as it was debarred from carrying either pas- 
sengers or cargo between Hawaii and San Francisco. Later, 
a service was established between Australia, New Zealand 
and San Frandsco via Tahiti, but the Tahiti-San Francisco 
traffic is trifling compared vwth that between Hawaii and 
San Francisco. 

The subsidised American cargo vessels to New Zealand 
and Australia are free to pick up cargo at Hawaii on their 
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return voyage, whereas British trant>Padfic cargo vessels 
returning to America, in addition to being debarred itciak 
any portion of this trade, are now being seriously attacked 
in the limited traffic that still exists between Australia and 
New Zealand and United States ports. Further, the Mat- 
son trans-Pacific mail liners derive a large proportion of 
their revenue from United States-Hawaiian traffic, from 
which all vessels other than those of the United States are 
completely barred. 


Practical Proposals 

The subsidised vessels of the Matson line are now 
competing in the domestic trade, both passenger and goods 
traffic, between Fiji, New Zealand and Australia. Already 
one passenger and cargo vessel, the ^ofua, has been 
withdrawn from the service between New Zealand and Fiji. 
What practical suggestions are made by the New 2^1and 
Shipowners Federation ? They propose, first, that British 
and Dominion governments should apply to themselves 
the preamble to the White -Jones Act of the United States, 
which paraphrased would read thus : — 

That it is necessary for the national defence and for the proper 
growth of their foreign and domestic commerce that Great Britain 
and the British Dominions shall have a merchant marine of the best 
equipped and most suitable types of vessels sufficient to carry the 
great portion of their commerce and serve as a naval or military 
auxiliary in time of war or national emergency, ultimately to be 
owned and operated privately by citizens of Great Britain and the 
British Dominions ; and it is hereby declared to be the policy of 
Great Britain and the British Dominions to do whatever may be 
necessary to develop and encourage the maintenance of such a 
merchant marine. 

Secondly, as a purely domestic action to be taken by the 
New Zealand government in conjunction with the govern- 
ment of Australia, the Federation ask that we should 
follow the American example and preserve our purely 
domestic trade for our ovm ships. The ships of a 
fpreign country should be debarred from carrying pas- 
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or goods between Briti^ ports so l(»g ss 
British riu{^ ^ debarred from trading between the 
ports <d the country affected. In this the7 put forward 
no new principk. The government of New 2 kalai»i has 
statntoiy power, by sections 204-206 of the Customs Law 
Act, 1908, to adopt by order^in-council retaliatory measures 
— so far as treaty obligations permit, and subject to the 
Imperial Merchant Shipping Act, 1894 — against the 
ships of a foreign country that prohibits or restricts the 
coastwise carrying of passengers or goods or which places 
British ships or their cargoes and British trade and naviga- 
tion generally upon a disadvantageous footing by prohibi- 
tions, restrictions, duties or preferences. The retaliation 
may be designed so as “justly to countervail the dis- 
advantages ” to which British ships, trade or navigation are 
thus subjected. 

Here is an issue that raises in an acute and practical 
form the questions debated and shirked at the British 
Commonwealth Relations Conference at Toronto last year, 
the real unity of the Commonwealth and the ability and 
willingness of its members to do something more than give 
each other assurances of their mutual sympathy and whole- 
hearted support, viz., to co-operate in a practical manner in 
what ought to be a common cause. Or is New Zealand 
to be told, if her Government takes action as suggested, 
that it is a domestic affair of her own, which does not 
concern, say, Canada or South Africa, and that she must 
dree her own weird ? 

III. Imperial Defence 

W HILE the attention of the Government and the 
pubhc has been pointedly drawn to the danger that 
threatens the mercantile marine, even more publicity has 
been given by the press of New Zealand since the New 
Year to Great Britain’s luval weakness. The warnings of 
experts about the declining strength of the navy, which 
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.find ^'strohg support in the manifest uheiaineM of the 
Dominioiis over the possibilities in the Far East and the 
8afet7 of their trade routes,” have been repoduced m some 
detail Leading articles founded upon them have called 
attention to the fact that '* one-sided disanaament d^eats 
its own ends by weakening the security of the Wbrld^s 
peace just as much as it weakens the British Empire.” 
The secrecy preserved by Rear-Admiral Burges Watson 
on his return from the conference at Singapore has 
strengthened the suspicion that the present situation 
is critical General approval is given to the speedy 
completion of the Singapore base. It is pointed out 
that the base has grown in importance with the trend 
of events in the Philippines, and that the coming independ- 
ence of that country will make it vitally important to the 
Dutch East Indies as well as to the British Empire. It 
fills “ the one great remediable gap ” in our natioixal com- 
munications east of Suez and the Pacific. 

Captain Taprell Dorling (“ Taffrail ”) has warned us 
“ how dangerously disarmed we already are ” ; — 

Our Empire to-day declares) is a Commonwealth of free self- 
governing nations linked together by the sea. The doctrine of sea- 
power is to secure for our ships the free passage of the sea. That free 
passage is the beginning and end our safety as an Empire. 

This truism would, one would have imagined, have been 
endorsed by every Dominion, but a New Zealand delegate 
to the Toronto Conference on British- Commonwealth 
Relations* pointed out in the Evening Post the following 
day how the ignorance of the elementary principles of sea- 
power had been displayed there by Canadian and South 
African delegates. He gave the following impression of 
the attitude shown by Canadians of “ Left ” views towards 
the British navy : — 

A Canadian memorandum stated that all the protection their 
ships needed was when they were concentrated at focal ports, 

• See Thi Round Tabli, No. 93, December 1933, p. 4a. 
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: « ier h iii W <f diKft! I^a -iM .«oald 1 ut« b e fallen tfaeqi on ^ 
y»«« ia, l ^nj^tih Quumel in the. Gseet War had thn Gerpna 
^ieet deetrofed ike Sritidi. Some of ^ Canadllns diedlated dbiu; 
die^ £dii*t need die protecdon <A the Britidi nciy, and eoidi hat^ 
du» of tht American naiy, i( neceasatf ; otben that, if they did 
tune the peotecrian of die Biidah nary, they were nsder no oUigar 
rion to Great Britain, becanae if Can^a didn’t exist tbe United 
l^gdom would not diminish her fleet by a single ship, or, in the 
altematiye, that the United Kingdom, for her own sake, was bound 
to protect the sea routes and the cargoes of food ships ^ required, 
whether they came fr<»a Canada or die Argentine. Nor co^d we 
these endian isolationists to agree to any scheme of mutual 
de^ce, whether iu support of the League of Nations, by whose 
Covenant they were bound, or in defence of the British Common* 
wealth. Ihey would commit Canada to nothing. When the 
question arose they would conrider whether the policy suggested 
was likely to offend the United States or not, and whether they would 
support it. If they did, they would send land forces to the scene of 
action, although how they were to get there without the British 
navy they were not quite clear. One speaker did suggest that in 
a League war, which is the only one in which the British Empire 
is ever to be engaged, they woidd be transported by navies pooled 
under the League 1 

The impression left on New Zealanders by the Toronto 
Conference was that its only value lay in its having so 
clearly manifested the dangerous length to which the dis- 
integration of the British Commonwealth has already gone. 
Delegates who stated plain truths about the British navy, 
advocating its support by the whole Commonwealth ; 
who affirmed the need for the co-ordination of armed 
forces in defence of the British system of self-government 
and in support of the League and world peace, were treated 
by a large number of delegates as if they had made a terrible 
faux paSf their advocacy being regarded as mere “ boys 
of the bulldog breed ” talk. TTie unity of the Common- 
wealth was openly denied, its existence said to depend upon 
the League of Nations, and its determination dogmatically 
predicted should the League fail to function. Concrete 
and vital problems were all burked. No wonder that Aus- 
tralian and New Zealand delegates wondered whether this 
really were a British Commonwealth Relations Conference, 
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ot wlietlier they had not strayed into «»me Genera MseOdity, 
filled yvi^ high ideals and pious hopes combined with 
impotence to take practical action. 

All that has happened since the Conference has Iwonght 
into hi^ relief its absolute futifity from the New Zmland 
point of view. The German desertion of the League, the 
breakdown of the Disarmament Conference, the feverish 
pr^arations for war, the growing German demand for the 
return of her mandated territories, the enhanced Japanese 
industrial competition with British manufacturers, the 
probable early independence of the Philippines, the difiictil- 
ties of the British mercantile marine and the decline of the 
British navy far below the minimum strength required for 
security, are convincing proof that the Toronto Conference 
should have concerned itself with the discussion of vital 
practical questions, among which the defence of the Empire 
should have been placed first and foremost. Instead, it 
was occupied largely with the expression of pious generalities 
about the need of peace, and the support of the League and 
the “ collective ” system, to which all delegates might 
have subscribed without going thousands of miles across 
the ocean to formulate such “ a pale policy.” 

Not only the Toronto Conference, but also the difficulties 
raised by the Statute of Westminster in South Africa and 
elsewhere, indicate how well advised our Prime Minister 
was when, in commending to the House of Representatives 
the resolution approving the draft Statute, on July 21, 
1931, he expressed himself as not being 
one of those who hold the view that this definite establishment of 
Dominion status is the final solution of the constitutional problems of 
the British Commonwealth. Indeed it would seem probable that the 
complete recognition of the equality of His Majesty’s various 
Governments must initiate a new and very delicate series of pro- 
blems. The wider the powers of the individual Governments the 
greater the need and the greater the difficulty of co-ordinating their 
activities into a common policy. The future unrestricted powers 
of the Dominion Parliaments must give rise to some confusion and 
no doubt to some conflict of views between His Majesty’s various 
Governments. 



r^rr i ’■* C^br«d6ii» ' " 
l4t is quite «vldeBt from the protest hf Cok>nd StaBan), a 
T(»tmtD ideate, against th. eonstitutbnd Bills* intro- 
duced into the Parliament of the Union of South Africa 
that the Sutute of Westminster, instead^ of being a bond 
secntix^ die unity of the British Commonwealth, is only 
the apple of discord that is hastening its disintegration. 

One delegate on returning from Toronto cited these lines 
from the ^orus in Shakespeare’s Henry V to describe 
his view of the attitude of the Canadians who 
with pale policy 

Seek to divert the English purposes. 

O England ! — ^model to thy inward greatness, 

Like little body with a mighty heart, — 

What might’st thou do, that honour would thee do. 
Were all thy children land and natural ! 

IV. The Waitangi Celebrations 

T he generous and public-spirited gift by the Governor- 
General and Her Excellency Lady Bledisloe of the Old 
Residency at Waitangi and of a park surrounding it was 
greeted with general enthusiasm. In front of the residency 
the Treaty of Waitangi, which brought New Zealand into 
the British Empire, was signed 94 years ago. Celebrations 
were conducted there from the second to the sixth day of 
February, when, before a gathering of 10,000 people, of 
whom 5,000 were Maoris, Waitangi was formally dedicated 
to the nation. 

To the Maori, as an East Coast chieftain declared, 
the site was “ holy ground, the shrine where the govern- 
ment and the Church of New Zealand were born.” The 
early history of New Zealand is indeed centred in the Bay 
of Islands, of which Waitangi will now be the focal point. 
From. Waitangi can be seen the Marsden Cross, marking 
the spot where Samuel Marsden, on Christmas day, 1814, 
first preached the gospel to the Maoris. Qose at hand is 
Paihia, with the ruins of the building in which Colenso in 
* See above, p. 662 
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1835 printed in Maori the Epbtles to the Epfaciisns and 
Fhilippians, and a few jrards off the sea-shdte is a hnos 
plate commemorating the launchii^ of the mission schooner 
H^ald in 1826 by Henry Williams, ** a man- hittve to 
make peace in the Maori wars.” He played a prominent part 
in connection with the treaty and his translation of it into 
Maori is classic for its pictnresqueness, terseness and sim- 
plicity. Looking across the Bay from Waitangi one sees 
above Russell the hill on which the flagstaff with the 
English flag was thrice hewn down by Hone Heke because 
it represented the Queen’s sovereignty, the evil influence 
that had drawn trade and money away to Auckland. 
In the quiet churchyard lies Tamati Waaka Nene, “ sage 
in counsel, renowned in war,” to whose influence the 
signing of the treaty by the Maori chiefs was mainly due. 

Not only was the ground historic but many of the chief 
figures in the ceremony were of historic descent. Descen- 
dants of the first British resident, Mr. James Busby, who 
drafted the treaty, were present, while others of his descen- 
dants and those of Archdeacon Henry Williams and Captain 
Hobson celebrated the occasion at the gathering in London. 
Descendants of the chiefs who signed the treaty were there, 
and also Te Heu Heu, grandson of the great Taupo chief 
who refused to sign and to subject himself to the authority 
of a woman. 

But there were Maoris who stood out by reason not so 
much of their lineage as of the fact that they represented 
the culture to which the Maori can attain : the Maori 
representatives in Parliament ; Bishop Bennett, the first 
Maori bishop ; and above aU the Maori who has been so 
largely responsible for the renaissance of his race, Sir 
Apifana Ngata. He has made it his life’s work to weld 
rival tribes into a united people, to secure for them better 
health, better education, to inspire them with new vigour, 
striving to retain for them the lands "that remained thdrs, 
and to encourage them to attain European efficiency in 
cultivation through their own system of Maori leadership 
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dojil Opacity : 9s A'Gnlster for Name Affain ia the p^es^^t 
Ohlaet, M a leader of the Maori peop^. He thri^ 
the assembled people by casting aside tho top hat and bW:k' 
coat of civilisation, stripping himself to the waist and 
^Iftnning the Maori mat. His cry was not “ Reqniescat ” 
but rather the Resargam ” of the triumphant warrior. 
Afar/ in hand, he kd some 500 bronzed braves, brandishing 
feather*tafted spears, in one of those hahas or war dances, 
that Domett, Brovsming’s “ Waring,” thus describes in 
Ranolf and Amohia ; — 

The leaping, dense, conglomerate mass of men, 

Now all tc^ther off the ground — ^in air — 

Like some vast bird a moment’s space — and then 
Down, with a single ponderous shock — again 
Down, thundering in the groaning trembling plain ! 

And every gesture fury could devise 
And practice regulate was rampant there : 

The loud slaps sounding on five hundred thighs. 

Five hundred hideous faces drawn aside. 

Distorted with one paroxysm wide : 

Five hundred tongues, like one, protruding red. 

Thrust straining out to taunt, defy, deride : 

And the cold glitter of a thousand eyes 
Upturning white far back into the head. 

The official celebrations were simple. On February 5 
the typical Maori welcomes were given by the assembled 
tribes to the parliamentary party and to the Governor- 
General ; on the 6th, the anniversary of the signing of the 
treaty, the tribal groups paid their respects and declared 
their loyalty, and after a religious ceremony His Excellency 
laid the foundation stone of the threshold of the Whare 
Runanga, or Maori meeting house : “ This,” to quote his 
felicitous words, 

will provide a common meeting-ground, where old feuds will be 
forgotten and new friendships forged, where national issues can be 
debated and national problems approached from the Maori standpoint 
and eiplored in such a way as to assist the Pakeba* \n fully understand- 

* European. 
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tng and appndatiag tbe Maori mind, ... a centre where piideof race 
w^ be foateied and expanded, where Maori coltoie will be derelmed, 
whoe the Maori language in all its soft and melodious beauty be 
perpettuted and where a definite impetus will be giren to character- 
iatic Maori arts and crafts. 

One of the happiest features of the ceremonies was the 
arrival of the leading chief and representatives of the 
Waikato tribe, which for nearly half a century had pre- 
served an attitude of sullen aloofness from Maori and 
•pakeha alike. The effect of the Maori wars and the confisca- 
tions that supervened was to make the Waikatos one of the 
most suspicious and sullen tribes, so far as the advances of 
the pakeha were concerned. It took from 1896 to 1929 to 
obtain entry into the Waikato villages to ascertain their 
health and social conditions. 

This great gathering of Maoris from all parts of the 
country gave them the opportunity, not only of discussing 
matters of common interest to themselves, but also of 
conferring with the Prime Minister and his colleagues on 
questions of administration, and more particularly on the 
vexed question of rating on Maori lands, which is regarded 
from the peculiar standpoint of the Maori as a legalised 
method of confiscation. Such a conference was the more 
desirable in that 75 per cent, of the adult Maori population 
are estimated to be in receipt of unemployment rejief. Their 
needs being modest, the temptation is strong to rest 
content with their sustenance from the State and to make 
no effort to help themselves. 

Well might the Maoris in one of their hakas refer to the 
Governor-General as “ a tree covered with foliage, whose 
leaves fall as leaves of affection among all the tribes,” and 
“ as possessed of extraordinary mana in being able to 
perform the seemingly impossible task of bringing all the 
tribes together.” 

New Zealand; 

March 31, 1934. 
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